INVESTING IN OUR FUTURE:
ECONOMIC DEVELOPMENT,
REDEVELOPMENT, AND INFRASTRUCTURE

Infrastructure

Public utility infrastructure, although often invisible, is an essential physical
support system that enables us to live healthy, productive lives. These
include reliable water supply systems, effective sewage collection and
treatment facilities, storm water control, and energy and telecommunications
systems. In Rialto, the City maintains a portion of the water distribution
system and local sewage collection/treatment and storm drain systems,

Water

Rialto residents and business are served by three water agencies: the City of
Rialto Department of Public Works Water Division, the West Valley Water
District (WVWD), and the Fontana Water Company (FWC), as shown in
Exhibit 3-2. Each agency has an adjudicated supply of water from several
sources, including groundwater basins in the area.

Rialto Public Works Department Water Division

The Water Division services approximately 8.5 square miles in the central
portion of the City, from Baseline Avenue to Rialto Avenue, with a narrow
extension in the south to 1-10. In 2006, residential users in the service area
consumed an average of 6.3 million gallons of water per day (mgd).
Commercial, industrial, and agricultural users consumed an additional 4.1

mgd.

The City’s primary source of water is City-owned water wells. These wells
draw water from four water basins. In 2006, nearly two-thirds of the total
production of the water supply was pumped out of these water basins: Lytle
Creek Surface Water Basin, Rialto Ground Water Basin, Bunkerhill Ground
Water Basin, and Chino Hill Ground Water Basin. The City is also
contractually entitled to receive 2,500 acre-feet per year of water from the
San Bernardino Valley Municipal Water District (SBVMWD) through the
baseline feeder and an additional 1.5 mgd from the WVWD’s Water
Filtration Plant. In 2006, SBVMWD provided 26 percent of City’s total water,
and seven percent came from the WVWD.

The Rialto Water Division has experienced a reduction in its groundwater
supplies as a result of two primary factors: 1) declining water levels caused
by long-term drought conditions, and overexploitation of groundwater from
various water agencies and 2) the shutdown of several available wells due to
perchlorate contamination. The City has installed wellhead treatments on
several wells to remove the perchlorate to non-detection levels and has
removed other wells from service. As a result of shutdowns, the available
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production capacity was reduced by nearly 48 percent, placing the City in a
water supply emergency.

fn addition to providing water to customers within its service area, Rialto’s
Department of Public Works Water Division has an agreement with the
Marygold Mutual Water Company (MMWC] to deliver a maximum of 12
mgd to MMWC. This water is used to service the unincorporated
community of Bloomington within the City’s Sphere of Influence.

West Valley Water District

The West Valley Water District serves Rialto residents and businesses north
of Highland Avenue, as well as an area south of Rialto Avenue to the

southern City limit.

West Valley Water District is a public agency which operates as a semi-
autonomous special district, with some aspects of its operations monitored
by the SBVMWD. WVWD encompasses approximately 29 square miles. The
average water demand is nearly 19 mgd, and approximately 50 percent is
used to serve Rialto residents.

WVWD derives water from three sources: local surface water, groundwater,
and State Water Project. WVWD is authorized to draw water from five
groundwater basins: Lytle Creek, Rialto/Colton, Bunker Hill, North Riverside,

and Chino.
Fontana Water Company

The Fontana Water Company serves properties along Rialto’s western edge
(Exhibit 3.2). Unlike the other agencies operating in the City, the Fontana
Water Company is a private investor-owned company regulated by the
California Public Utilities Commission.

Fontana Water Company produces water from wells in the Chino Basin,
Lytle Basin, Rialto Basin, and an Unnamed Basin, and from surface water
flow diverted from Lytle Creek. The Company also purchases untreated State
Water Project water from SBYMWD.

Perchlorate Contamination

Perchlorate has been found in the local groundwater basins, a major source
for the City’s drinking water supply. Perchlorate is a major ingredient in solid
rocket fuel, munitions, and fireworks. Since the 1950s, several companies in
northern Rialto have manufactured products that use perchlorate. During
2005, levels of perchlorate contamination increased significantly in wells
near the former rocket fuel facility, forming a plume that is moving in a
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southeasterly direction. This plume, as it expands, will continue to impact the
supply of water to Rialto customers.

The City has instituted a zero-policy measure, whereas if any trace of
percholrate is found in a drinking well, the well is shut down. The City’s goal
is ensure that no detectable perchlorate is allowed into the Rialto water
system. The City has also installed wellhead treatments to remove
perchlorate. These wellhead treatments remove the perchlorate to non-
detection levels. Some of the wells affected have been shut down and are no
longer in service, but are targeted for treatment in the near future. As a result
of these shutdowns, the available production capacity was reduced
significantly and has placed the City in a water supply emergency.

The City is working hard to pursue those who are responsible for the
contamination and that they compensate for the removal of the perchorate

from the City’s water system.
Recycled Water

Recycled water is former wastewater that has been treated to remove solids
and certain impurities, and is available for non-potable uses. In an effort to
conserve potable water and utilize reclaimed water as a substitute for the
landscape irrigation demands of larger users, the City installed a 16-inch
transmission pipeline from the Rialto Waste Water Treatment Plant to
smaller distribution lines. This pipeline supplies reclaimed water to Caltrans
for the irrigation of landscaping along I-10. In 2006, the City supplied
Caltrans with over 40 million gallons of reclaimed water.

The City’s Capital Improvement Program calls for the expansion of tertiary
treatment plants and reclaimed water systems to meet demand for irrigation
water and reduce the need to purchase water from wholesalers. Rialto is
pursing Federal grants to help fund capital improvements projects to expand
recycled water. The City also prepared a Wastewater Master Plan that
investigated recycle water systems as a way to supplement the City’s water
supply and reduce the need to purchase water. The plan analyzed the
feasibility of converting an unused water main along Riverside Avenue for
recycled water distribution and identified potential landscape irrigation

customers.
Water Conservation

Water conservation represents a costeffective and environmentally sound
way to reduce current and future water demand and energy usage.
Homeowners and business owners can take many actions to reduce water
use, such as wusing water-conserving fixtures and appliances, fixing leaks,
planting drought-tolerant landscaping, and avoiding unnecessary water use.

s
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In an effort to reduce the amount of water that must be obtained from
regional and local sources, some of the municipal water districts have
initiated efforts to conserve water by all Rialto customers. Water
conservation is an integral part of sustainably ensuring the long-term
refiability of the water supply.

The City should work with municipal water districts to provide implement
strategies and programs to effectively conserve water. The City should also
revised landscaping requirements in the Zoning Ordinance by limiting the
amount of turf in new development, requiring the use of droughttolerant
plants, and implement other methods in reducing water use. Drought-
tolerant planting should aiso be incorporated into all City landscape projects.

Wastewater

The City of Rialto owns, operates, and maintains the local public sanitary
sewer system, which includes a wastewater collection system and treatment
plant that serve most properties within the City limits. Unsewered areas lie
south of Santa Ana Avenue, and include a small number of older residential
structures on the eastern and western edges of the City.

Wastewater Collection System

The wastewater collection system consists of more than 150 miles of vitrified
clay pipes and was designed and laid out as a gravity flow system to take
advantage of the general northwest to southeast slope of the City. The
system ends in the southeast section of the City, close to the Santa Ana
River, where the sewer treatment plant is focated.

The life expectancy of a sewer system, barring the expansion necessary due
to growth, ranges from 50 to 100 years. The City has plans to expand its
sewer services to all lands within the City and Sphere of Influence. The
capacity of the sewer system is adequate to handle the demand of existing
development within the City, but expansion of the plant is necessary due to
capacity strains caused by new development and storm water overflows.

Constructed originally in 1956, the Rialto Wastewater Treatment Plant treats
domestic and commercial/industrial wastewater generated within the City of
Rialto and portions of the city of Fontana. The facility consists of the original
plant and four independent treatment plants built successively in 1965,
1981, 1994, and 1998 to accommodate Rialto’s growth. The combined total
treatment design capacity of the plants is over 12 mgd.

The transmission - conveyance infrastructure system is adequate for the
existing developed areas. The conveyance system will need to be upgraded
capacity wise to convey sewer flows from new development to the
treatment plant. New development may pursue other alternatives such as
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alternative treatment methods or recycle alternatives. Treatment capacity
can be expanded to provide for new development.

Various components of the treatment plant are in need of repair. The Capital
Improvement Program has identified deficiencies in the system caused by
continuous use. Inefficiency and poor quality in the filtrate systems and
underground tanks are in need of upgrade and component repairs. The
Wastewater Treatment Plant Master Plan has been prepared to outline a
phased approach to improving the reliability of the operating systems.

Solid Waste

Rialto contracts with private waste haulers for the collection, transfer,
recycling, and disposal of waste. Most refuse is disposed of at the Mid-Valley
Sanitary Landfill located within the City limits.

The Mid-Valley Sanitary Landfill is owned and operated by the County of San
Bernardino Solid Waste Management Division and is located north of
Highland Avenue, between Alder Avenue and Sierra Avenue. The site
encompasses 498 acres, of which about 222 acres (as of 2009) are being
used for waste disposal activities. Once the landfill has reached capacity, the
County has pledged to reclaim the site as open space with recreation
amenities appropriate for the site. Unit 1 has reached capacity, and the
County should develop the site as part of an agreement made in 1998.

Energy Utilities

In Rialto, the Southern California Gas Company and Southern California
Edison’s Fastern Division provide natural gas and electric power services,
respectively. These service providers install and maintain mainline systems
throughout the City. Generally, the distribution systems adeguately serve
local customers, and the companies provide upgrades over time as needed
to meet changing demands. Both encourage conservation by consumers.

Telecommunications

Telecommunications is the communication of information over a distance.
This covers many media and technologies, including radio, fiber optics,
television, telephone, data communication, and computer networking. The
advancement of telecommunications has changed dramatically with the use
of the Internet, wireless networking, portable computers, cell phones, global
positioning systems (GPS), and other technological advancements.
Increasingly, campuses, business complexes, hotels, and coffee houses offer
wireless connections. In the years to come, technology will continue to
advance, and the nature of telecommunications will continue to evolve.

The City approves exclusive franchise contracts to service providers.
However, as telecommunications technologies continue to evolve, the City
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will need to respond to consumer demand for enhanced or expanded
services. Through state-of-the-art telecommunications infrastructure, Rialto
can attract a broader array of businesses and better serve residents.

Meeting Demand for Evolving Utility Services

All types of utility services can be expected to change over time due to
technological advances and changing consumer demands. The City’s role -
because it does not provide these services directly - is to work with utility
companies to plan for expanded services to meet growth; ensure the
provision of reliable energy and other utilities; and enhance
telecommunication services in all geographic areas of Rialto. The City must
and will look to see how infrastructure and services can be enhanced to
meet the specific needs of businesses Rialto looks to attract.

A major issue in Rialto is high winds, which can weaken electrical and
telephone overhead lines and lead to outages from storm events. While
overhead cable are less expensive to install, maintenance can quickly add to
costs. The City encourages underground utilities to be provided to minimize
interruption and maintain high-quality services.

Public Services and Facilities

The quality of public services and facilities in a city reffects the importance
city leaders place on the social and physical health of its residents. The City
of Rialto is dedicated to providing quality recreation, leisure, and community
services to its residents. The Recreation and Community Services
Department manages a multitude of diverse City programs and facilities that
respond to the needs of an everchanging demographic. The facilities
represent a significant investment and show Rialto’s commitment to
providing places to build community (see Exhibit 3.3).

As the population of Rialto grows and changes, so will the demand for public
services and facilities. However, with high maintenance costs and limited
public funding, the City will need to continually assess appropriate allocation
of resources.

Education and Library

Rialto is served by three school districts: the Riafto Unified School District
(RUSD), Fontana Unified School District (FUSD), and Colton Joint Unified
School District (CJUSD}, which serves a small portion of southern Rialto and
Bloomington. RUSD serves over 30,000 students with a 55-square-mile area.
RUSD has 17 elementary schools, five middle schools, three high schools,
one continuation high school, and one alternative high school (see Exhibit
3.4). For younger children, families have access to over 15 pre-school
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Goal 3-5: Assist in the preservation, improvement, and
production of housing stock available to lower and
moderate-income residents.

Policy 3-5.1: Use the proceeds of the Housing Set-aside Funds to assist
low-income households and senior households with
housing maintenance and major improvements, and to
develop new affordable housing stock.

Policy 3-5.2: Acquire existing multi-unit residential developments for

refurbishment, and generate new housing production as
outlined in the Housing Production Plan.

Infrastructure

Providing Adequate Infrastructure

Goal 3-6: Require that all developed areas within Rialto are
adequately served with essential public services and
infrastructure.

Policy 3-6.1: Coordinate all development proposals with other affected

public entities to ensure the provision of adequate public
facilities and infrastructure services.

Policy 3-6.2: Work with the school districts to ensure that local school
facilities can support the pace of residential development
and growth.

Policy 3-6.3: Require an increasing level of public safety infrastructure

and service capability tied to population increase and
increasing service demand.

Policy 3-6.4: Complete infrastructure master plans for sewer, water,
and drainage.

Goal 3-7: Upgrade public infrastructure as an inducement to
promote private investment.

Policy 3-7.1: Link redevelopment tools with the processes of
community facilities district formation and other similar
funds to improve roadway and utility systems in areas
with the greatest need for upgrades.
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Water

Goal 3-8:

Policy 3-8.1:

Policy 3-8.2:

Policy 3-8.3

Policy 3-8.4:

Policy 3-8.5:

Policy 3-8.6:

Policy 3-8.7:

Policy 3-8.8:

Policy 3-8.9:

Policy 3-8.10:

Promote affordable and quality water service capable of
adequately meeting normal and emergency water
demands to all areas in Rialto.

Require that all new development or expansion of
existing facilities bear the cost of expanding the water
system to handle the increased demands which they are
expected to generate.

Pursue all appropriate methods, including litigation, so
that all responsible parties compensate for the cleanup of
perchlorate contamination. Aggressively pursue all
funding sources available to employ the latest technology
in water cleanup.

Shut down any drinking water wells that have perchlorate
contamination, and install wellhead treatments to reduce
perchloraté to non-detection levels.

Advocate regular evaluation of the entire water supply
and distribution system to ensure its continued adequacy,
reliability, and safety.

Upgrade outdated and undersized water service facilities
to prevent unnecessary system failures in the City’s water
system.

Work with water agencies to aggressively recharge
groundwater basins and prevent excessive water
pumping when there are inadequate supplies.

Develop new sources of water supply, including drilling
additional water wells that are free from perchlorate, and
expanding recycling water opportunities.

Work with municipal water districts to explore new water
conservation opportunities within Rialto.

Conserve potable water and utilize reclaimed water for
meeting landscaping and irrigation demands as much as

possible.

Support water conservation through requirements for
landscaping with droughttolerant plants and efficient
irrigation for all new development and City projects.
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Wastewater

Goal 3-9: Upgrade and maintain an improved wastewater system
with adequate plant efficiency and capacity to protect
the health and safety of all Rialto residents, businesses,
and institutions.

Policy 3-9.1: Require that all new development or expansion of
existing facilies bear the cost of expanding the
wastewater disposal system to handle the increased loads
which they are expected to generate.

Policy 3-9.2: Evaluate the wastewater disposal system routinely to

ensure its adequacy to meet changes in demand and
changes in types of waste.

Solid Waste and Recycling

Goal 3-10: Minimize the volume of solid waste that enters local
and regional landfills.

Policy 3-10.1: Encourage additional recycling in all sectors of the
community.

Policy 3-10.2: Encourage the recycling of construction and demolition
materials in an effort to divert these items from entering
landfills.

Policy 3-10.3: Continue to provide and improve flexible fees and
schedules for solid waste collection and recycling
programs.

Policy 3-10.4: Continue to educate the community regarding the

benefits of solid waste diversion and recycling, and
maintain programs that make it easy for all residents and
businesses to work toward City waste reduction
objectives.

-y

Public Service and Facilities

Goal 3-11: Provide community facilities that adequately support
established programs, can accommodate future needs,
and are accessible to all members of the community.

Policy 3-11.1: Allocate resources for the maintenance and operations of
City facilities; explore alternative funding options for
maintenance and operational costs of new facilities.
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Policy 3-11.2:

Policy 3-11.3:

Policy 3-11.4:

Maximize joint facility use by sharing with non-profit
organizations, the Rialto Unified School District, and
other community organizations.

Continue to provide opportunities for community
gardens in the City of Rialto.

Locate community facilities equitably so that they are
accessible to all members of the community and serve
populations of the greatest needs by removing physical,
financial, and fanguage barriers.

Education and Library

Goal 3-12:

Policy 3-12.1:

Policy 3-12.2:

Policy 3-12.3:

Goal 3-13:

Policy 3-13.1:

Policy 3-13.2:

Improve access to high-quality education opportunities
for all Rialto residents and for all stages of life.

Promote and support the K-12 public education system
by working closely with the Rialto Unified School District,
Colton Unified School District, San Bernardino School
District, and the Fontana Unified School District to
determine and meet community needs for public
education and related activities.

Continue to partner with parents, families, and the
community to educate all students, encourage students
to achieve their fullest potential, and prepare students to
be responsible, contributing citizens.

Partner with education and job training providers to
ensure residents have access to improve their education
levels and skills.

Provide high-quality library resources to meet the
educational, cultural, and life-long learning needs of all
residents.

Continue the innovative partnership with the San
Bernardino County Library and Friends of the Rialto
Library to improve the quality of library services in Rialto.

Coordinate with San Bernardino County to develop
programs and services that meet future needs of adults,
children, and new readers.
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Community Services

Goal 3-14:

Policy 3-14.1:

Policy 3-14.2:

Policy 3-14.3:

Policy 3-14.4:

Policy 3-14.5:

Policy 3-14.6:

Policy 3-14.7:

Goal 3-15:

Policy 3-15.1:

Policy 3-15.2:

Policy 3-15.3:

Support and promote programs that strengthen the
vouth and family network.

Work with the Rialto Unified, Fontana Unified, Colton
Joint Unified, and the San Bernardino School districts and
others to establish a bilingual tutoring/mentoring
program for non-English speaking school children.

Promote aftersschool programs where students can
further their education and participate in enrichment
programs.

Initiate and support programs that offer constructive and
meaningful activities for all youth,

Promote a full range of quality child-care services, located
throughout the community, which support and
strengthen families while meeting the development and
social needs of children.

Provide youth information services that include youth in
the staffing and administration of such programs.

Involve youth in planning and implementing those
programs that affect their lives, and that help develop
their leadership, decision-making, and life skills.

Provide volunteer programs for all ages.

Promote a social environment in Rialto that enhances
the dignity of the individual and improves the quality of
life.

Sponsor diversity and culture-oriented  community
festivals to encourage understanding of other cultures
and bridge cultural boundaries.

Provide programs that will increase awareness of ethnic
and cultural identification and expression.

Actively promote programs and services that foster an
inclusive, multi-generational, and economically and
ethnically diverse city.
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Policy 3-15.4: Encourage improved public understanding of the unique
needs and capabilities of members of special populations
such as the disabled, the elderly, the non-English
speaking, and the low-income.

Policy 3-15.5: Advertise and publicize services and programs through a
centralized information and referral system that is
accessible to persons of all ages, income levels, and

abilities.

Goal 3-16: Ensure integration and participation of seniors in
mainstream community life through accessible social
services.

Policy 3-16.1: Provide a comprehensive senior program that meets

basic needs such as nutrition and healthcare, and
provides supportive services such as volunteer
opportunities, education, outreach, legal advice,
advocacy, and case management.

Policy 3-16.2: Continue to operate the Rialto Senior Center to provide
for a variety of social services, clubs and organizations,
classes, and daily activities.
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Concession Ag ement

- Introduction

- Project Update- What has been accomplished
since the 12/2/10 public workshop meeting

- Anticipated Concession Schedule
- Addressing 12/2/10 Public Questions
- Utility Commission Questions

- Discussion




- The Concession Agreement negotiations process
is progressing between the City and
RWS,LLC (TRC+AW)

- What has been accomplished since the 12/2/10
meeting

- Contract Negotiations

- Capital Improvement Plan (CIP) Refined

- 2/17/11 2 Public Comment Workshop

- 3/14/11 RWS Submits Final Pricing

- 3/18-30/11 Rate Impact Analysis

- 3/31/11 3rd Public Comment Workshop

- 4/12/11 City Council Considers Concession
Agreement

- 4/19/11 Prop 218 Process Could Begin

- 6/3/11 Prop 218 Process Completion

- 7/28/11 Projected Financial Close




- The public requested information covering five
general areas:

- Rates & Finance

- Staffing

- Contract Issues

- Capital Improvement Program (CIP)
- Policy/ Other

- What will rates impacts look like?

- What are the physical and financial benefits of the
Concession Agreement?

- Who re-pays the City’s existing debt and issues the new
debt?

- Why is the City incurring more debt in a bad economy?
- What is the status of the perchlorate surcharge?
- What is the amount of future debt?

- What is the payment structure for the residents and the
City?




Cumulative Wastewater Rate Increases

Cumulative Water Rate Increases
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- Wastewater:
- 10% rate increase = $2.60/month for SFR
- $1/month rate increase collects ~$400,000/year

- Water:

- 10% rate increase = $3.70/month for SFR

- $1/month rate increase collects ~$200,000/year
- Based on 23 hcf/month

“$1/month” means single-family residential rates go up $1/month and
proportionate rate increases apply to all other customers

Performance Risk

Now Close of Financin End of initial
' ’ Water RRC End of initial
stewater

4 Wa
eriod RRC Period

Asset Condition
Assessment

| CIP Imnplemented ] [ Balance of Contract >




The City intends for
the Perchlorate
Litigation Surcharge to
be eliminated

However, Perchlorate
treatment cost are
unknown and could
result in future costs
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Utility User Fees
(Water and Wastewater}

RWS “Waterfolt "
Distribution of User Fees
for Operating Feriod

Rialto Utility Authority
Retained Cper ating Expenses
Hreludesra: < ater purchases
and perchlor ate cleanug costsi

Rialto Utility Authority
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Rialto Water Services
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P
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CebtService
rterest and princip:

Mhat Admiristr ative Costs
and Required Reserses

- Staffing




. What will happen to the City’s existing employees?

- Contract Issues




- What is the status of agreements between the City and AW

- Can the contract be transferred? Who makes the final decision for the
City?

- Long term planning objectives for the City
- Restoration of systems at the end of the concession
- Risk liabilities: financial, O&M, environmental and CIP delivery.

- Ownership of assets vs. Concessionaire CIP delivery and O&M. Can liens
be placed on City assets?

- Performance standards
- What happens if Prop 218 vote doesn’t approve rate increases?
- Is there a cost to the City at the end of the CA to take back the system?

- Will future CIP be prevailing wage?

Capital Improvement Program (CIP)

£




. Will the CIP be spelled out in the Concession Agreement Contract?
- Is a list of CIPs available?
- What is the amount of the CIP?
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. What is the $30M upfront concession payment going to be used for?
. Relationships of City, RWB, AW & TRC

. Future public participation meeting

- Who will own the assets?

. Who sets rates? What does the Prop 218 process begin?

. Does AW have an equity commitment?

. Negative impacts of CA agreements at other Cities.

. “Buy American” clauses




- During the Concession Agreement process,
several issues have been raise by Utility
Commissioners, including:

- How did the City get here? Are there any lessons to
be learned?

- What is AW long term experience with other clients?

- Who will own the assets? Who has rate setting
authority?

- What are the magnitude of rate increases? Are there
rate stabilization mechanisms?
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- Does AW have an equity commitment?

- Under the CA contract, does the City input into long
term objectives?

- Will the utilities be restored at the end of the CA?

- Will AW assume the responsibility of for current
employees? How will they be absorbed?

- Will the CA address issues of performance penalties
and consequences?

- Who assumes operational, financial and environmental
risks?




- City currently has 100% of risk Performance Risk
liabilities, but will transfer
rick over time.

- Risk to be allocated based on
_ which party is best able to
mange that risk.

- Some risks can not be s
quantified and are best to T =
remain with the RUA (water =1 v

[ trmaens B (vt

supply costs, changing
regulations, etc.

iscussion/Questions







- Introduction

- Project Update- What has been accomplished
since the 12/2/10 meeting

- Anticipated Concession Schedule
- Reason Foundation Presentation
- Addressing 12/2/10 Public Questions

- Public Questions




- The Concession Agreement negotiations process
is progressing between the City and RWS

. What has been accomplished since the 12/2/10
meeting

- Contract Negotiations

- Capital Improvement Plan (CIP) Refined

< 2/17/11 2nd Public Comment Workshop

- 3/14/11 RWS Submits Final Pricing

« 3/18-30/11 Rate Impact Analysis

- 3/31/11 3rd Public Comment Workshop

- 4/12/11 City Council Considers Concession
Agreement

- 4/19/11 Prop 218 Process Could Begin

- 6/3/11 Prop 218 Process Completion

- 7/28/11 Projected Financial Close




Public Private Partnerships

Dr. Adrian Moore

Reason Foundation

- The public requested information covering five
general areas:

- Rates & Finance

- Staffing

- Contract Issues

- Capital Improvement Program (CIP)
- Policy/ Other




- What will rates impacts look like?

- What are the physical and financial benefits of the
Concession Agreement?

- Who re-pays the City’s existing debt and issues the new
debt?

- Why is the City incurring more debt in a bad economy?
- What is the status of the perchlorate surcharge?

- What is the amount of future debt?

- What is the payment structure for the residents and the
City?

- What will rates impacts look like?




Cumulative Wastewater Rate Increases

Cumulative Water Rate Increases
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- Wastewater:

- 10% rate increase = $2.60/month for SFR

. $1/month rate increase collects ~$400,000/year
- Water:

- 10% rate increase = $3.70/month for SFR

. $1/month rate increase collects ~$200,000/year

. Based on 23 hcf/month

“$1/month” means single-family residential rates go up $1/month and
proportionate rate increases apply to all other customers

- What are the physical and financial benefits of the
Concession Agreement?




- Implementation of a much needed Capital Improvement Program (CIP)
assures reliable water and wastewater services

- Contracting with a full service (O&M + CIP) vendor often results in a
more efficient method of operating, maintaining and upgrading
facilities.

- CIP will be accomplished by a highly experienced team providing
predictable costs and budgeting.

- Shortens CIP Project delivery schedule

« Provides financial savings from reduced time and duplication in the
construction process.

- Savings associated with national purchasing power, economies of scale
and increased operating efficiencies are passed along to the city
through service fee calculations.

- Implementation of an industry leading asset management and
preventive and predictive maintenance programs should produce long-
term savings in repair and emergency maintenance costs.

- The asset management of capital assets in the Concession Agreement
drives cost efficient capital investments that will assure best life cycle

cost for deliver services.
- The 30-year lease establishes long-term stability in rates.

- The vendor is responsible for paying performance damages if they fail
to operate in accordance with applicable law.

- The City benefits from energy savings related to power usage
efficiencies.

- Performance risk transfer over time




Performance Risk

Rialto Utility

] C i i nd of initial
ow ose of Financing E: RRg End of inigal
P Period Wastewater
- RRC Period
Asset Condition
Assessment
[ ciPimptemented ] I Balance of Contract

Who re-pays the City’s existing debt and issues the new

debt?




- The concessionaire (RWS) pays off the existing City debt
- Payment of the City’s existing debt is a requirement of IRS Tax Codes
- Current Debt
< Water = $3.625M

- Wastewater = $26.5M
- Total = $30.125M

- New debt generally issued by the concessionaire

- The concessionaire is responsible to re-pay new debt

- Why is the City incurring more debt in a bad economy?




. The City would need to take on debt to finance the CIP to
maintain sustainable utilities

- The City is not incurring more debt in a bad economy

. The concessionaire is providing all funding

- What is the status of the perchlorate surcharge?




The City intends for
the Perchlorate
Litigation Surcharge to
be eliminated

However, Perchlorate
treatment cost are
unknown and could
result in future costs

Failor's nole. See fisk below to comenent on this artice.
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. Total debt issued under the Concession Agreement:
- Water $44 MM
.- Waste Water $64 MM
- Total ~$108 MM

- Detailed breakdown in later slide

- Total debt issued under
the Concession
Agreement: [ Conomantunding |

(Oebt and Eqaity)
. Water $44 MM

. Waste Water $64 MM
. Total ~$108 MM




- What is the payment structure for the residents and the
City?

- Residents will continue to pay the City as they have in the
past

- A trustee will allocate funds internal according to a
pre-determined “waterfall” structure, as follows...




Ut wUécr Fccs”k
(Water and Wastewater) |

=

Rizlto Utility Authority
Ftaired Oper ating Expanses
Gietuudagt an eater pur chases
and pereblor ate cleanup  ostsh

Riaito Water Services
{the “Concessionaire”)

Rialto Utility Authority
Lrase Paymients to
ity (Genkral Fund)

thaier Rap it and Replacement

Orther Admind sty ative Uasts

iFrofitst

E

Staffing




- What will happen to the City’s existing employees?

- Mayor and City Council are committed to a transition of all
existing employees to RWS, without layoffs

- Preliminary introductions between the employees, their
union and RWS have occurred

- All current City employees will be offered employment

- Must meet concessionaire’s... (AW to provide general
provisions)




- Contract Issues

What is the status of agreements between the City and AW

Can the contract be transferred? Who makes the final decision for the
City?

Long term planning objectives for the City
Restoration of systems at the end of the concession
Risk liabilities: financial, O&M, environmental and CIP delivery.

Ownership of assets vs. Concessionaire CIP delivery and O&M. Can liens
be placed on City assets?

Performance standards
What happens if Prop 218 vote doesn’t approve rate increases?
Is there a cost to the City at the end of the CA to take back the system?

Will future CIP be prevailing wage?




- What is the status of agreements between the City and AW

- The concession agreement contract continues to be
negotiated. The City expects an agreement with
mutually acceptable contract language to be finalized
by mid March




. Can the contract be transferred? Who makes the final decision for the
City?

- The operations and maintenance contract is
transferable under the concession agreement, with the
approval of the City Council.




- Long term planning objectives for the City

- The planning role for the City is unchanged.

- The City of Rialto will continue to fill its vital role in
the long term planning of all utility facilities.

- The City will continue to oversee long term planning
activities, the same way it currently oversees those
activities now.

- City will now have more readily available access to this
planning expertise in RWS.




. Restoration of systems at the end of the concession

- Under the concession agreement, the Concessionaire
(RWS) will be required to return the utilities back to
RUA in a good and operable condition and value.

- The future value of the systems will be compared to
their current values, plus an escalation factor over the
30 year term.

- The value must be equitably distributed across the
system similarly to the current system, unless the RUA
concurs otherwise.




- Risk liabilities: financial, O&M, environmental and CIP delivery.

- City currently has 100% of risk Performance Risk
liabilities, but will transfer
rick over time.

- Risk to be allocated based on
_ which party is best able to
mange that risk.

- Some risks can not be N
quantified and are best to T
remain with the RUA (water =i .;

CPogoesn | ]

supply costs, changing

regulations, etc.



. Ownership of assets vs. Concessionaire CIP delivery and O&M. Can liens
be placed on City assets?

. Under the concession agreement contract, the City will
continue to own 100% of all existing and future utility
systems assets over the 30 year term.

. No liens or foreclosure proceedings can be brought
against any City owned utility system asset.




- Performance standards

- The concessionaire (RWS) is contractually obligated to
perform its operations in compliance with all
applicable laws and regulations.

- RWS is contractually obligated to comply with all
relevant existing City contracts.

- Additional performance standards are outlined in the
Concession Agreement (i.e. emergency response time,
mandatory coordination with City staff, etc.)




. What happens if Prop 218 vote doesn’t approve rate increases?

- The systems would continue to operate without the
necessary upgrades and improvements.

. The Concession Agreement would not be executed.




- Is there a cost to the City at the end of the CA to take back the system?

- As stated earlier, under the concession agreement, the
concessionaire (RWS) is contractual required to return
the systems back to the City in a similar condition and
value.

- If the system is worth less, RWS is required to correct
any deficiencies.

- If the system is worth more, the City would have had
to make the election to improve the systems and would
compensate RWS to return a more valuable system
back to the RUA.




. Will future CIP be prevailing wage?

- Where applicable, the concessionaire (RWS) is required
“to fully comply with all state and federal labor laws
and with any specific funding mandates.
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- Capital Improvement Program (CIP)
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- Will the CIP be spelled out in the Concession Agreement Contract?
- Is a list of CIPs available?
- What is the amount of the CIP?
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Policy/ Other

*®

- What is the $30M upfront concession payment going to be used for?
- Relationships of City, RWB, AW & TRC

- Future public participation meeting

- Who will own the assets?

- Who sets rates? What does the Prop 218 process begin?

- Does AW have an equity commitment?

- Negative impacts of CA agreements at other Cities.

- “Buy American” clauses
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Rate stabilization
CITY IMPUT NEEDED

- Rainy day fund

]

- What is the $30M upfront concession payment going to be used for?
. The use of the upfront concession fee is controlled by the City Council

- Possible uses include




- Relationships of City, RWB, AW & TRC

City of Rialto

Rialto Utility Authority
(RUA)
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. City retains 100% ownership of all existing and future utility assets

. Who sets rates? What does the Prop 218 process begin?




- The City will continue to hold complete rate setting authority

- The Prop 218 process will not begin until after, and if, the City Council
agrees to enter into a concession agreement with RWS.

- Does AW have an equity commitment?




- Yes. AW has a $X million equity commitment in the project

- Negative impacts of CA agreements at other Cities.




- Many Cities have had positive experiences from the Concessions they
implemented

« INPUT FROM ADRIAN MOORE

- “Buy American” clauses




. Where required, RWS must comply with all state and federal “Buy
American” requirements, the same as the City currently does.

Discussion/Questions




REGULAR MEETING

of the

CITY OF RIALTO

CITY COUNCIL/REDEVELOPMENT AGENCY

CALL TO ORDER

CLOSED SESSION

MINUTES
June 28, 2011

A regular meeting of the City Council/Redevelopment Agency of
the City of Rialto was held in the City Council Chambers located at
150 South Palm Avenue, Rialto, California 92376, on Tuesday
June 28, 2011.

000

This meeting was called by the presiding officer of the Rialto City
Council in accordance with the provisions of Government Code
§54956 of the State of California.

000
Mayor Pro Tem Ed Scott called the meeting to order at 5:00 p.m.
000

The roll was called and the following were present: Mayor Pro
Tem Ed Scott and Council Members Deborah Robertson, Ed
Palmer, Joe Baca Jr. Also present were Interim City Administrator
Mark Kling, Assistant City Attorney Arturo Fierro and City Clerk
Barbara McGee. Mayor Grace Vargas was absent.

000

1. Conference with Legal Counsel - Existing Litigation. The City
Council and Redevelopment Agency Board will discuss the
following pending litigation pursuant to Government Code
Section 54956.9(a):

(a) City of Colton v. American Promotional Events, Inc., et al.
United Stated District Court Case No. EDCV 09-01864 PSG (SSx)

(b) City of Riverside v. City of Rialto, et al.
San Bernardino County Superior Court Case No. CIVDS 1100716

2. CONFERENCE WITH LEGAL COUNSEL--ANTICIPATED
LITIGATION - Significant exposure to litigation pursuant to
subdivision (b} of Section 54956.9: 1 Potential Case



COKRSERT CALENDAR

KEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating  the  Proposition 218
proceedings

12. Request City Council to adopt Resolution No. 59988 to
approve the 2011-2015 Measure | — Five Year Capital
Improvement Plan, Expenditure Strategy and Twenty Year
Transportation Plan.

13. Request City Council to approve a Disclosure and Consent
for Concurrent Representation of City of Rialto and
Redevelopment Agency of the City of rialto and Lewis
Operating Corp. in unrelated matters.

000

Council Member Robertson stated that in regards to Item C-1 she
would like the June 14, 2011 Minutes to reflect that she joined
Closed Session however under the City Attorney’'s Report, he
reported that City Council approved extending the Memorandum
of Understanding with CGMA and SBPEA management until June
30t She would like the record to reflect that she was not in the
room at the time that action was taken. She came in shortly after.

000

Motion by Council Member Palmer, second by Council Member
Baca Jr. and carried by a 4-0 vote to approve the Consent
Calendar. Mayor Vargas was absent.

000

Ahmad Ansari, Director of Public Works/City Engineer stated that
this is a request to adopt resolutions approving the Utility Lease
Concession Agreements and Amendments to the Management
Agreements and initiating the Proposition 218 proceedings all
related to the lease of the water and wastewater utility system. In
March 2010 the Rialto Utility Authority issued a Request for
Proposal to pre-qualified respondents to provide a 30-year term
Utility Concession for water, wastewater and recycled water
systems within the City which are currently leased by the authority
foom the City inclusive of treatment, storage, collection,
transmission and distribution, infrastructure and all existing utility
billing and customer service functions. The three pre-qualified
respondents were invited to respond to the RFP and they received
two on July 2, 2010. City Council utility sub-committee appointed a
selection committee at that time to evaluate the proposals to
select the most qualified amongst the two. The selection
committee unanimously selected American Water/Table Rock
Capital Team, also referred to as Rialto Water Service Limited
Partnership (RWS). City Council/RUA authorized staff to enter into
negotiations with RWS Team. During the negotiations, three public
workshops were conducted as part of the process to engage the
general public and receive input, questions and comments.

“Rialto City Council Meeting Minutes June 28, 2011
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating the Proposition 218
proceedings

Ahmad Ansari, Director of Public Works/City Engineer stated that
group meetings were held with the affected city employees to
answer questions and explain the application process. There will
be a presentation by RWS Team and one by the SAIC consultants
to go over the details of the proposed Concession Agreement, its
financial alternatives and the different aspects of the financials and
rate increases summarized in the staff report. The Concession
Agreement contains the following information:

« Secure non-recourse financing adequate to fund the RWS’

obligations

« Comprehensive Scope of Operation, Maintenance, and
Management by RWS

¢ Turn-key completion of identified Facility Improvement Projects
by RWS

« Continuity of employment for affected City Staff

+ Division of responsibilities and assignment / transition of risks

« Payment by Concessionaire of damages for inadequate
performance

« Provision of industry-leading asset management practices

¢ Turnover of the facilities to the City in a condition similar to the
current condition at the end of the Term of the Agreement (30
years)

The Concession Agreement is trying to accomplish the following:

« Defease existing debt (Required by Tax Laws)

« Fund the City's capital program pursuant to the Concession
Agreement

« Ensure current infrastructure needs are met to maintain the
Utility at optimal operation

« Obtain guaranteed Utility performance levels with guaranteed
maximum costs

« Ensure long-term rate stability for ratepayers

In addition to the recommendation they request to initiate the
Proposition 218 process pursuant to California Constitution Article
XilID. The City and RUA are required to notify property owners of
proposed increases to property-related fees such as water and
sewer services. A public hearing on the proposed increases will be
held no earlier than 45 days from the date of notice.

000

Rialto City Council Meeting Minutes June 28, 2011
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management Agreements and
initiating the Proposition 218
proceedings

ORAL COMMUNICATIONS

Jeff Sterba, CEO, Shawn Bunting, Project Manager and Steve
Schmidt, Engineering and Construction of American Water gave a
Presentation. (PowerPoint attached)

000

Stephan Dopudja, Project Manager of SAIC, represent City of
Rialto. He gave a presentation update to City Council.

(PowerPoint attached)
000

Ahmad Ansari, Director of Public Works/City Engineer stated that
staff recommendation is that City Council/RUA adopt the
resolutions pertaining to approving the Utility Lease Concession
Agreements and Amendments to the Management Agreements
and initiating the Proposition 218 proceedings.

000

Marvin Turner, 250 E. Belmont Ave. Rialto, expressed his
opposition to the proposed Utility Lease Concession Agreement
with American Water.

0o0

Carl Wood, 10103 Live Oak Ave., Cherry Valley, former member
of the California Public Utilities Commission, expressed his
concern regarding the proposed Utility Lease Concession
Agreement with American Water.

000

Russel Silva, 313 E. South St., Rialto, expressed his concern
regarding the proposed Utility Lease Concession Agreement with
American Water.

000

Scott Beard, 285 W. Rialto Ave., Rialto, was asked to read a letter
from Rialto resident Max Tidler in support of the proposed Utility
Lease Concession Agreement with American Water.

Mr. Beard, long-time business member, expressed his support
regarding the proposed Utility Lease Concession Agreement with
American Water.

000

Dennis Barton, 1019 S. Clifford Ave., Rialto, expressed his
concern regarding the proposed Utility Lease Concession
Agreement with American Water.

0o0

Jan Dabney, 285 W. Rialto Ave, Executive Director of Lytle
Development, expressed his support regarding the proposed Utility
Lease Concession Agreement with American Water.

Rialto City Council Meeting Minutes June 28, 2011 Page 6



NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management Agreements and
initiating the Proposition 218
proceedings

ORAL COMMUNICATIONS

000
Joseph T. Raden, 1455 N. Park Ave., Rialto, expressed his

opposition to the proposed Utility Lease Concession Agreement
with American Water.

0o0
Richard Goings, 1244 N. Primrose Ave., Rialto, expressed his

opposition to the proposed Utility Lease Concession Agreement
with American Water.

000
Mike Rossiter, 1136 W. Lewis St., Rialto, expressed his opposition

to the proposed Utility Lease Concession Agreement with
American Water.

000
Jeane Ensley-Rossiter, 1136 W. Lewis St., Rialto, expressed her

opposition to the proposed Utility Lease Concession Agreement
with American Water.

000

Motion by Council Member Robertson, second by Council Member
Paimer and carried by a 4-0 vote to take a recess.

City Council recessed at 8:45 p.m. and returned at 8:50 p.m.
000

Jerry Acosta, 407 E. Saint John Rd., AZ, represents Utility
Workers Union, expressed his concemn regarding the proposed
Utility Lease Concession Agreement with American Water.

000

Midge Zupanic, 197 Meadow Lane, Rialto, a 46 year resident and
former Council Member, expressed her support regarding the
proposed Utility Lease Concession Agreement with American

Water.
000

Lewis Murchison, 2149 N. Orange Ave., Rialto, expressed his
concern regarding the proposed Utility Lease Concession
Agreement with American Water.

000
Clinton Martin, 139 N. Palm Ave,, Rialto, expressed his concern

regarding the proposed Utility Lease Concession Agreement with
American Water.

0o0
Rick York, 603 N. Linden Ave., Rialto, 37 year resident, expressed

his concern regarding the proposed Utility Lease Concession
Agreement with American Water.

Rialto City Council Meeting Minutes June 28, 2011
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management Agreements and
initiating the Proposition 218
proceedings

ORAL COMMUNICATIONS

0o0

Ricardo Prado Cedano, 265 West Jackson St., Rialto, expressed
his concern regarding the proposed Utility Lease Concession
Agreement with American Water.

000

Joe Britt, 720 E. Madrona St., Rialto, expressed his concern
regarding the proposed Utility Lease Concession Agreement with
American Water.

000

Diane Lucier, 6303 Lilac Ave. Rialto, expressed her concern
regarding the proposed Utility Lease Concession Agreement with
American Water.

000

Edward Carrillo, 112 E. First St., Rialto, Rialto resident since 1990,
Rialto business owner and elected City Treasurer, expressed his
support regarding the proposed Utility Lease Concession
Agreement with American Water.

000

Frank Gonzales, 237 W. Rosewood St., expressed his support of
needing to do something but along with concerns regarding the
proposed Utility Lease Concession Agreement with American
Water.

000
David Farugia, San Bernardino Public Employee Association

Representative, expressed his concern regarding the proposed
Utility Lease Concession Agreement with American Water.

000

Augustine Gideon, 248 E. Victoria St., Rialto, expressed his
concemn regarding the proposed Utility Lease Concession
Agreement with American Water.

000

Greta Hodges, 124 S. Olive Ave., Rialto, expressed her opposition
regarding the proposed Utility Lease Concession Agreement with
American Water.

0o0

Yolanda Tate, 3431 N. Almond Dr., Rialto, expressed her concern
regarding the proposed Utility Lease Concession Agreement with
American Water.

000
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KNEW BUSINESS Brenda Parker, 1459 N. Birch Ave., expressed her concern
regarding the proposed Utility Lease Concession Agreement with

TAB 1 - Utility Lease Concession American Water.

Agreements and Amendments to the

Management Agreements and 0o0

mmatm(g the Proposition 218 June Hayes, P.O. Box 2395, Rialto, expressed her support

proceedings regarding the proposed Utility Lease Concession Agreement with
American Water.

ORAL COMMUNICATIONS 000

Council Member Palmer stated that one of the speakers said not
selling out the system and that got dispelled several months ago.
He appreciates everyone coming up and giving their opinion. He
was elected two years ago, and has been in Rialto 50 years. He
has lived through many Councils voting what is in the best interest
of the City. Why haven't they raised the rates in 20 years? Even if
he doesn't get re-elected he wants to do what is right for the City.
He has 21 properties in Rialto that will be affected with the rate
increases. Let it be known that the rates are going to be increased
whether American Water does it or the City keeps it in-house, the
rates are going to go up. The difference between American Water
rates and City rates are only about $8 a month. Whether they get
$30 miilion or $0 its only $5 a month difference in 2014. People
talk about the City’s priorities aren't straight but people and their
kids have cell phones and people spend money on cigarettes. The
City's 100t Birthday is coming up and some of the pipes in Rialto
were built 100 years ago and all we need is one good earthquake.
If it gets done before they reach concession or somebody else
takes responsibility for it, guess who is paying for it. Its not going
to be a measly rate increase of $20 or $10 a month, it will be
extensive. He can blame past City Councils for not bringing to
their attention over the last 20 years increasing rates to where
they have to be. This is an emotional thing for everyone. He has
invested many hours and money to get to where he is at today,
buying properties and making Rialto a better place. The vision of
this City Council is to improve the status of Rialto. It upsets him
that people will come up and say Rialto is a middle to low class
community. He will not settle for that and doesn't want to be
compared to Rancho Cucamonga or Upland. He is going to base
his vote on what is good for Rialto and a good business venture.

000

Council Member Baca Jr. thanked everyone for their patience. The
process to begin the lease agreement came before them a few
years ago and take a look at the option. One of the things that
concerned him was when a deal was brought before them that in
the event they walk away, they are guaranteed $1.8 million. City
staff time is not being reimbursed for all their man hours to
negotiate. He appreciates hearing everyone’s concerns.
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KREW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management Agreements and
initiating the Proposition 218
proceedings

Council Member Baca Jr. stated some people brought
suggestions such as the rate increase in small increments. This is
difficult issue and he can’t support this right now. He knows they
need to look at the infrastructure and he feels they can get it done
because the City has competent staff. They serve good water and
they have done a good job with addressing some of the issues
regarding perchlorate. Sometimes you have to listen to the people
and he will not be voting for this. Everyone has their own opinion
and some people may disagree or agree with him.

000

Council Member Robertson thanked the residents for their
comments. She stated when SAIC talked about the cost risk
sharing scenario, they listed the City's maintenance costs.
Anything over $250 the City had to handle but they would be
transferring the costs. Was it correct they would be handling up to
$2507 It was talked about that a lot of maintenance repairs had
been deferred. A lot of large ticket items wouldn’t be in what they
were looking at the last five years.

000

Stephen Dopudja, SAIC stated that it depends on how they are
iooking at it. What she is referring to are “maintenance
consumables” which is different than a capital project. If they have
to replace a valve seat or a rubber gasket. This is what will be
covered under the $250 threshold.

0o0

Council Member Robertson stated but what about the larger
consumables then that would have been deferred too. Not
necessarily just the capital.

0ol

Stephen Dupodja, SAIC stated correct through the process they
identified some recurring capital projects. For example under the
CIP there are program like replacing water lines on a regular
basis. They can't really identify what those are and so they identify
projects and put those costs in there. What they didn't want to
happen is to come back every time. How they would characterize
something as a consumable and it's greater than $250 then it has
to be reimbursed. They did go through the process and looked at
what are some of the larger projects, what are the larger recurring
responsibilities and actually classify those as one single project
and putting a dollar amount annually that will have to be spent on
those.

000
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management Agreements and
initiating the Proposition 218
proceedings

Council Member Robertson stated they when do the refinancing or
looking at possibly bonds, both taxable and tax-exempt. Then the
interest rate would be set at a blended rate of 6.65% and 7.15%.
What is the current interest rate on the debt right now?

000

Art Griffin, SAIC stated they have three different loans and the
interest rates range from 2.5% to 5%.

000

Council Member Robertson stated that these figures do not add
the surcharges in, especially on the water side.

0o0

Art Griffin, SAIC stated that two things were mentioned, the rates
did not include the Utility Users Tax which is correct. It was also
mentioned that the rates did not include the perchlorate surcharge
and that is incorrect. The water bills do include the perchlorate
surcharge at its current level,

000

Council Member Robertson stated so it's in there and as they
carry it out over the next 3-5 years it also built in there.

0o0

Art Griffin, SAIC stated the existing perchiorate surcharge, that
amount is paid through rates continues.

000

Council Member Robertson stated so if they remove the
perchlorate surcharge the bills would drop by about how much.

000

Art Griffin, SAIC stated the average water user its approximately
$12.

000

Council Member Robertson stated that she took the time to try and
get more information on American Water. This is going to be a
public/private partnership, how many other lease arrangements do
they have, first in the State of California and if not is the one
referenced in Phoenix, AZ a lease arrangement or just a
contractual arrangement.

000

Shawn Bunting, American Water, stated that one thing he would
like to correct is that there was no lease but an access right by
American Water. They have that right in all of their public/private
partnerships. They do all forms of public/private partnerships. In
Arizona it was different; they actually designed the entire $260
million plant, built it and operate it over an extended term.

Rialto City Council Meeting Minutes June 28, 2011
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating  the  Proposition 218
proceedings

Shawn Bunting, American Water, stated the types of public/private
partnerships they do vary. They have access rights in all of their
contracts and perform services including Fillmore, CA the Re-Use
Facility. They operate the wastewater and they use product for
irrigation and groundwater re-charge.

000

Council Member Robertson stated that California is a regulated
state, is Arizona a regulated state?

000

Shawn Bunting, American Water, stated there are states where
they are just a regulated utility and there are other states where
they are a regulated utility and market-based operations and
Arizona is where they have both types of operations. Lake
Pleasant is market-based and there are utilities as well.

000

Council Member Robertson stated that they talked about a line
saver program.

000

Shawn Bunting, American Water, stated that they currently have
800,000 contracts and that program was originally created as a
need for regulated utility customers because they were often
disappointed and surprised that one of their ownership
responsibilities of their lines to their home. Those repairs can be
anywhere between $3,000-$5,000. That is a huge issue. So it was
developed 10 years in Pennsylvania, New Jersey and spread out
through the rest of the system. It has high customer satisfaction
rates and in California one way to be comfortable with it is that it's
actually an insurance product subject to California Insurance
Bureau regulations.

000

Council Member Robertson asked what is generally the average
monthly rate for a customer to anticipate. How will the fee be
based?

000

Shawn Bunting, American Water, stated that it's a voluntary
program so it would not be taken on until the resident would be
interested in it. There are different levels of the program so they
can have it for the water line, the sewer line or the in home
plumbing. Each has a different price and the combination of two or
more has an advantage in terms of price. It starts as low as
$12.99.

000
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating the Proposition 218
proceedings

Council Member Robertson stated that she is not comfortable with
the shared-risk situation. It's not very clear to her in terms of how it
will be shared in some of the things that have been deferred. This
is an emotional situation for everybody and she agrees with
Council Member Palmer that every time they look at the
community they are always discounting themselves. They operate
on a thought of constantly low-income or fixed-income. She knows
they have to be mindful of that but she also have to recognize and
respect that there are some other alternative ways they can look
at this. They need to look at the rate structure and they will need
to have a rate increase. She has been sitting on City Council since
2000. It was stated that they didn't raise this to anybody 2-3 years
ago. She believes they may have begun to talk about it but not
officially have it on a City Council Agenda for rate increases. It has
been known and pulled back. It has finally come to them when
they have to address it. Does it need to be 60% or 80%? She
doesn’t think so. She think it needs to be somewhere in the middle
and everybody needs to get ready for the fact that they have to
figure out a rate increase. She is not prepared to vote in favor of
this at this time. She is not concerned about political suicide, she
has to live here at least another 5-10 years. She wants to be not
only thoughtful of herself but everybody else. She wants to be able
to continue to discuss the things she needs to discuss. She is not
making this decision because of some past decisions that she
didn’t agree with. There are things they will need to do and make
structural changes. She wishes they can get around this and she
appreciates what American Water is doing. She doesn’t think they
are a sullied company or anything negative. They have a stellar
track record. She thinks they need to go back out with the RFP
looking for the type of person they want to have a contractual
arrangement like they have with Veolia. She thinks they do have
the expertise, she knows she has the expertise and capability of
selecting the expertise that she would like to see run this city.

000

Mayor Pro Tem Scott asked what the City’s current compliance is
with the Regional Water Board.

000

Stephen Dopudja, SAIC stated that they had some challenges and
one of the things that the City considered is those increasing
challenges, increasing complicated regulations. There has been a
lot of talk about staff. The City has good staff here but one of the
challenges is that there is a diminishing workforce. They are not
the only city that will have to face that. For every 10 that are
retiing 2 are graduating. That number is fairly close on the
operator side. It is something a lot of agencies are looking for and
they will have to deal with those violations and issues with a
reduced workforce.

000
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating  the  Proposition 218
proceedings

Mayor Pro Tem Scott stated that in 1998 or 1999, Rialto’s
Wastewater plant was seized by the Regional Water Quality
Control Board and the FBI for non-compliance. Under the scenario
of this Concession Agreement, what would happen to American
Water if that were to happen?

000

Stephen Dopudja, SAIC stated they are fully responsible for that. It
ties in with the employees. It's a valid concern residents have for
the employees but keep in mind that without those employees the
risk is with American Water. If they do not tap into that expertise of
existing employees, they bear the financial risk. While there is a lot
of concerns and unknowns that can scare people invalidly, there is
a significant financial risk to the concessionaire if they do not
comply with those regulations.

000

Mayor Pro Tem Scott thanked the community for coming out and
values their opinions. Even though they may not be on the same
page but there are several things he needs to say. He is 60 years
old and lived in Rialto for 22 years. He has worked for Fortune 500
Companies. His biggest frustration sitting on City Council is the
way government does business. Not only Rialto but surrounding
cities, the County, the State and the Federal government. In his
years of experience that corporate America operates a lot
smoother, a lot cleaner and in a lot better fashion even while
paying its stockholders, than government does. Rialto is at a
crossroads right now and not to paint a picture of doom and
gloom. They are 2-3 years down the road; they are going to be
broke. Maybe even next year the City will be broke. Without rate
increases on both the water and wastewater that $2 million
payment that currently comes to the City through the RUA will go
away. It will still have to be for the infrastructure. This Concession
Agreement they have been looking at pays off $30 million in debt.
It gives them $39 million in Capital Improvements, $30 million up
front payment, plus $2 million a year guaranteed payment. That is
equates to $90 million to the City. Whether they go the concession
route or whether they do it on their own, there has to be rate
increases. If there are not rate increases, Fire Services are going
to be cut, Police Services are going to be cut, Parks and
Recreation will be cut, every service in the City will be affected. It's
just like a household budget; if they don’t have the money to do
something then they don't do it. He owns a small business in the
City and owns a home in the City. He struggles every month to
pay his bills just like many in the community. If he has to take his
kid's cell phone away to pay the water bill, this is what he is going
to do.
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NEW BUSIKESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating  the  Proposition 218
proceedings

Mayor Pro Tem Scott stated that what has continued to stick in his
head was that a number years ago they went through an issue in
the City of contracting out the Police Dept. to the Sheriff, Many in
the room were yelling and screaming at City Council and it was
brutal. They had a SWAT team in the back of the room to protect
their lives. The one thing he heard was when they make a huge
decision that affects each and everyone of them and each and
everyone of their families. You should allow them to vote on it.
Under this scenario there is a vote. It may not be the vote that
certain people want it to be but there is a vote. It's a protest vote.
Its called 218 State of California passed it. This goes out to the
property owners and they vote on whether they want a rate
increase or not. He heard a lot about the PUC. He only knows
about one water agency in the surrounding area that is controlled
by the PUC and that is Fontana Water Company. Rialto is not
regulated by the PUC and if they were rate increases happen like
they give out cups of water. If they look at Fontana Water
Company, they have the highest rates and they will continue
raising their rates. West Valley Water District has done 10% rate
increase each year for five years. This year is the last year and
they intend to turn right around and go back out for another rate
increase. They did it through the 218 process. The water, the
wastewater system has not been operated by City employees but
by an independent Contractor. Sometimes good and sometimes
bad. The problem is that the City has not had the expertise now,
then not in the future to make the right decision when it comes to
wastewater enhancements, wastewater expansion. He has
watched the Chevron project go backwards and forward with a lot
of problems. He watched Enertech have a lot of problems. He
believes to go out and get the expertise to effectively become a
West Valley Water District or Fontana Water he thinks they will
spend $2-$3 million just doing that. When they started down this
road it was his opinion that they didn’t do a good job with the water
or wastewater. He is still of that opinion and he believes it was
practical to look at alternatives. He believes that public/private
partnerships are the future of cities, the State, County and Federal
government. He is bothered that they have somebody come from
Phoenix, AZ to tell them how to do their business and especially
with the employees. He thinks they take good care of the
employees and would never do anything to jeopardize their jobs or
them. Layoffs are coming and will come across the board. They as
a community have to find new ways to do business and new ways
to make things work. While they don't like rate increases no matter
what it is. Government is very expensive with wages and benefits.
He doesn’t know anywhere in the private sector where a husband
and wife and can work for that company and because only one
needs health insurance the other gets compensated for that health
insurance. Let's say its $1,000 a month; they get another $1,000
in deferred compensation or in compensation.
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NEW BUSINESS

TAB 1 - Utility Lease Concession
Agreements and Amendments to the
Management  Agreements  and
initiating  the  Proposition 218
proceedings

PUBLIC HEARING

TAB 2 - Setting New Residential and
Commercial Rates for Rubbish
Disposal and Recycling Services

Mayor Pro Tem Scott stated they need to change the way they do
business.

000

Motion by Council Member Palmer, second by Mayor Pro Tem
Scott and motion failed with a 2-2 vote to adopt Resolution No.
5999 and RUA Resolution No. 02-11 approving the Utility Lease
Concession Agreements and Amendments to the Management
Agreements and initiating the Proposition 218 proceedings. AYES:
Mayor Pro Tem Scott and Council Member Palmer. NOES:
Council Members Robertson and Baca Jr. Mayor Vargas was
absent.

000

Robb Steel, Director of Economic Development stated that this is
a public hearing pursuant to Proposition 218 to consider adoption
of a Resolution setting the residential and commercial rates for
rubbish disposal recycling services. In 1996 the City entered into a
Franchise Agreement with EDCO Disposal for the collection and
disposal of solid waste for all Rialto residents and businesses.
Burrtec Waste Industries is a successor to EDCO. The agreement
at the time provided that the Contractor could request annual rate
adjustments based upon the CPI. A rate adjustment could also be
requested in the event of any unusual or extraordinary cost
increases related to the operation of the business. The Contractor
must satisfy the following criteria to be entitied to a rate increase.
A. That costs that were not easily foreseeable have and will be
incurred that are in excess of the CP! adjustment allowed under
the franchise agreement. B. That such costs are verifiable by
prudent financial records. The proposed rate increases
incorporate elements of the permissible CPl increases and
elements of the unforeseeable rate increases. The contract
permits the CPI adjustments based on the indexes. There are
three components to the rate increases: Hauler Fees, the cost of
doing business for the hauler, the cost of administering and
operating the refuse collection services. Disposal Fees, the costs
for taking the materials to recycling facilities and the dump and
paying tipping fees. City Fees, the franchise fees that the City
applies to the refuse contract and special funds. The proposed
increases for the hauler fees are the CPI increase so that
permissible CPI increase was 2.3% over the period that was
designated in the contract so the hauler has requested to increase
the rate on the administrative and operations of the refuse system
by 2.3%. They also propose recapturing a fee that when the City
adopted the automated green waste program phased in over a
period of 3 years so it didn't apply the whole fee in one year. The
$.35 fee is part of the hauler fees. The disposal fees had several
credits and debits. There were some things that were positive so
they resulted in lower rates and some resulted in higher rates.
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Agenda # TAB
CITY OF RIALTO 1

AGENDA REPORT
For City Council/Rialto Utility Authority Meeting of June 28. 2011

TO: Honorable Mayor and Council Members
Honorable Chair and Authority Board Members

APPROVAL: Mark Kling. Police Chief/Interim City Administrator
FROM: Ahmad R. Ansari, P.E., Public Works Director/City Engineer
SUBJECT: Consideration to Adopt Resolutions Approving the Concessim{ Agreement,

the Amendments to the Management Agreements and Initiating the
Proposition 218 Proceedings.

DATE: June 20, 2011

BACKGROUND:

On March 22, 2010, the Rialto Utility Authority (RUA) issued a Request for Proposals (“RFP™)
to Pre-qualified Respondents to provide a Utility Concession for RUA's Water, Wastewater, and
Recycled Water systems (“Systems™) which are leased by the Authority from the City, inclusive
of all treatment. storage. collection, transmission, and distribution infrastructure. and all existing
utility billing and customer service functions. Under the Concession, the successful Proposer
would develop and construct all currently planned Wastewater and Water Delivery Facility
Improvements, would pay an up-front Concession payment, provide private financing for debt
defeasance, capital improvements and provide contract OM&M services for all existing and
currently planned Systems under contract over a thirty (30) year Term of the Concession

Agreement (the “Concession Agreement™).

Three (3) Pre-qualified Respondents were invited to respond to the RFP, and proposals were
reccived from two (2) Proposers on July 2, 2010. The City appointed a Selection Committee to
evaluate the Proposals and select a Proposer for the negotiation of a contract. The Selection
Committee completed its evaluation and on September 28, 2010, City Council authorized staffto
enter into negotiations with Rialto Water Services, L.P. (“RWS").

ANALYSIS/DISCUSSION:

During negotiations, the City conducted Public Workshops, recetving and responding to
questions regarding the particulars of the proposed Agreement. Concurrently, meetings were
conducted with those City Employees who will be affected by the proposed Concession.

Negotiations have resulted in refinement and changes being made to the originally proposed
Agreement as well as terms and conditions required to support the financing. The current
Agreement contains payment and cost provisions as outlined in the Financial Impact section of
this Report. as well as specific terms and conditions regarding:

¢ Sccurc non-recourse financing adequate to fund the RWS” obligations

¢ Comprehensive Scope of Operation. Maintenance, and Management by RWS




Turn-key completion of identified Facility Improvement Projects by RWS

Continuity of employment for affected City Staff

e Division of responsibilities and assignment / transition of risks

Payment by Concessionaire of damages for inadequate performance

Provision of industry-leading asset management practices

¢  Turnover of the facilities to the City in a condition similar to the current condition at the end
of the Term of the Agreement (30 years)

@

L3

It is anticipated that the Concession Agreement will:

¢ Defease existing debt (Required by Tax Laws)

Fund the City’s capital program pursuant to the Concession Agreement

¢  Ensure current infrastructure needs are met to maintain the Utility at optimal operation
Obtain guaranteed Utility performance levels with guaranteed maximum costs

e  Ensure long-term rate stability for ratepayers

L

As a result of public input during Workshop #3 on June 16, 2011, Staff and the City’s
consultants were directed to prepare a comparison of alternate up front concession and annual
lease payments to the City. The results of those comparisons will be presented to the City
Council tonight for consideration.

Pursuant to California Constitution Article XIIID (also known as “Proposition 2187), the City
and RUA are required to notify property owners of proposed increases to property-related fees
such as water and sewer services. A public hearing on the proposed increases will be held no
earlier than 45 days from the date of notice. Water and sewer rate increases will be subject to
majority protest, which means if a majority ot impacted property owners or tenants protest (one
written protest per parcel), neither the City nor RUA can institute the new rates.

Furthermore, the City and RUA need to comply with procedures under Section 5956.6 of the
California Government Code. Notice shall be mailed at least 14 days prior to the meeting to
consider proposed rate increases to any interested party who files a written request with the
governmental agency for mailed notice of the meeting on new or increased fees or service
charges. Any written request for mailed notices shall be valid for one year from the date on
which it is filed unless a renewal request is filed prior to the expiration of the one-year period for
which the written request was filed.

At least 10 days prior to the meeting, the governmental agency shall make available to the public
data that supports the amount of the fee or the increase in the fee.

At least 10 days prior to the meeting, the governmental agency shall publish a notice in a
newspaper of general circulation in that agency’s jurisdiction stating the date, time, and place of
the meeting, including a general explanation of the matter to be considered.

ENVIRONMENTAL IMPACT:

None with this action.



LEGAL REVIEW:

Fulbright & Jaworski L..L.P., Special Counsel has reviewed and approved this staff report and the
legal form of the following documents:

I

[N\

Lad

City  Resolution
Agreement
RUA  Resolution
Agreement
Concession Agreement
Trust Agreement

FINANCIAL IMPACT:

Approving

Concession 35,
6.
Approving Concession 7.

8.

Direct Agreement
Access Agreement
Rialto Amendment to Wastewater Enterprise
Management Agreement
Rialto  Amendment to
Managenent Agreement

Water Enterprise

Payments by the Concessionaire will be made on the Effective Date of the Concession
Agreement in accordance with Schedule E-1 of the Concession Agreement as follows:

e Wastewater Water
Effective Date | $57,176,954 $ 17,697,340

Concessionaire Payment

CA Sections 2. 1(e)(i); 2.2(o)(i)

CA Sections 2. Hej(i): 2. 2(0)(i)

f
|
i
|
i
!
I

Utlity Facilities Improvements

Cost Estimate

$ 28,101,151
CA Sections 2. 1(e)(iij; 2. 2(o)(ii)

$12.935.849
CA Sections 2. Iepiii); 2. 2(cjliii)

.l
i
|

Effective Date
Authority Funding

§ 7,417,546
CA Section 2.2(j)

$ 3,186,761
CA Section 2.2())

Costs to the Authority (Service Fees of which will be escalated and paid annually according to
the provisions of the Concession Agreement and associated rate ordinances) are outlined in
Schedule F of the Concession Agreement and are as follows:

Wastewater

Water

Service Fees - Fixed Component

for the First Contract Year

$1,934,259
CA Section 8 2(a)

$ 1,999,641
Cd Section 14.2(q)

Service Fees - Routine R&R

Component for the First Contract Year

$ 200,000
CA Section 8 2(h)

$ 200,000
CA Section 14.2(b)

Service Fees - Chemical Component

for the First Contract Year

$ 739.166
CA Section 8.2(c)

$ 62,469
CA Section 14.2(c)

Service Fees - Labor Component

for the First Contract Year

§ 2,538,276
CA Section 8 2(d)

$ 2.373.268
CA Section 14.2(d)

Initial Capital Charges'

$9,750,000
CA Section 8.4

$2.750,000
CA Secrion 14.4

Capital Charge Limits’'

$10,100,000
CA Section 8§ 4

$3,000.000

CA Section 8.4

Note 11 The final Capital Charge will be between the Initial Capital Charge and the Capital Charge imit and will be
established at the time of the final pricing of the RWS bonds.

g;rterim Chief Financial Officer




RECOMMENDATIONS:

Staff recommends that the City Council/Rialto Utility Authority:

€

Adopt the following Resolutions. pertaining to Approving the Concession Agreement,
Amendments to the Management Agreements and Initiating the Proposition 218
Proceedings:

I.

“RESOLUTION OF THE CITY COUNCIL OF THE CITY OF RIALTO
APPROVING THE CONCESSION AGREEMENT - SERVICE CONTRACT FOR
THE DESIGN. CONSTRUCTION AND FINANCING OF UPGRADES AND FOR
THE OPERATION OF THE RIALTO UTILITY AUTHORITY WASTEWATER
FACILITY AND WATER FACILITY. THE FIRST AMENDMENT TO WATER
ENTERPRISE MANAGEMENT AGREEMENT AND THE FIRST AMENDMENT
TO WASTEWATER ENTERPRISE MANAGEMENT AGREEMENT;
AUTHORIZING STAFF TO INITIATE PROCEEDINGS TO INCREASE WATER
SERVICE CHARGES AND SEWER SERVICE CHARGES; AND AUTHORIZING
OFFICIAL  ACTIONS AND EXECUTION OF DOCUMENTS RELATED
THERETO™

“RESOLUTION OF THE RIALTO UTILITY AUTHORITY APPROVING THE
CONCESSION AGREEMENT - SERVICE CONTRACT FOR THE DESIGN,
CONSTRUCTION AND FINANCING OF UPGRADES AND FOR THE
OPERATION OF THE RIALTO UTILITY AUTHORITY WASTEWATER
FACILITY AND WATER FACILITY, THE FIRST AMENDMENT TO WATER
ENTERPRISE MANAGEMENT AGREEMENT AND THE FIRST AMENDMENT
TO WASTEWATER ENTERPRISE MANAGEMENT AGREEMENT:
AUTHORIZING STAFF TO INITIATE PROCEEDINGS TO INCREASE WATER
SERVICE CHARGES AND SEWER SERVICE CHARGES; AND AUTHORIZING
OFFICIAL  ACTIONS AND EXECUTION OF DOCUMENTS RELATED
THERETO™

Attachments:

1)
2)
3)
4)
5)

Concession Agreement
City Resolution Approving Concession Agreement

RUA Resolution Approving Concession Agreement
Rialto Amendment to Wastewater Enterprise Management Agreement
Rialto Amendment to Water Enterprise Management Agreement

Prepared By: Ahmad R. Ansari. P.E.. Public Works Director/City Engineer

Stephen Dopudja. SAIC (Formerly RW Beck)
Dan Kim. Fulbright & Jaworski L.L.P.
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13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

RESOLUTION NQ.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
RIALTO, CALIFORNIA, APPROVING THE CONCESSION
AGREEMENT - SERVICE CONTRACT FOR THE DESIGN,
CONSTRUCTION AND FINANCING OF UPGRADES AND FOR
THE OPERATION OF THE RIALTO UTILITY AUTHORITY
WASTEWATER FACILITY AND WATER FACILITY, THE FIRST
AMENDMENT TO WATER ENTERPRISE MANAGEMENT
AGREEMENT AND THE FIRST AMENDMENT TO
WASTEWATER ENTERPRISE MANAGEMENT AGREEMENT;
AUTHORIZING STAFF TO INITIATE PROCEEDINGS TO
INCREASE WATER SERVICE CHARGES AND SEWER
SERVICE CHARGES; AND AUTHORIZING OFFICIAL ACTIONS
AND EXECUTION OF DOCUMENTS RELATED THERETO

RESOLVED, by the City Council of the City of Rialto (the “City”), as follows:

WHEREAS, pursuant to California Government Code Section 5956 er seq. (the
“Infrastructure Financing Law”) the Rialto Utility Authority (the “Authority”) engaged in a
competitive negotiation process, including the solicitation of competitive proposal through a Request
for Proposal (“RFP”), for the procurement of engineering, design, financing, construction, operation
and maintenance services with respect to its water system and wastewater system (the “Utilities™); and

WHEREAS, upon evaluation of the proposals submitted in response to the RFP, the Authority
selected the proposal from Rialto Water Services, LP as the proposal most favorable to the Authority;
and

WHEREAS, three public workshops have been held at which the terms of the concession
arrangement, its impact on the operations of the Utilities and the anticipated service charge increases
necessary to meet the Authority’s obligations under the concession arrangement were discussed; and

WHEREAS, the City with the assistance of its staff and consultants have reviewed the
Concession Agreement — Service Contract for the Design, Construction and Financing of Upgrades
and for the Operation of the Rialto Utility Authority Wastewater Facility and Water Facility (the

“Concession Agreement”) and has determined that it is desirable to enter into the Concession

Agreement;
A
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NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF RIALTO DOES
HEREBY FIND, DETERMINE, AND RESOLVE AS FOLLOWS:

Section 1: The City Council hereby approves the Concession Agreement in substantially
the form filed with the City Clerk. The Mayor, City Administrator, the Treasurer and the Finance
Director and any interim officers thereof (each, a “Responsible Officer”) are hereby authorized to
execute the Concession Agreement in substantially the form filed with the Secretary, with such
revisions, amendments and completions as shall be approved by a Responsible Officer, such approval
to be conclusively evidenced by the execution and delivery thereof, except with respect to the
Compensation amounts therein.

Section 2: The City Council hereby approves the First Amendment to Water Enterprise
Management Agreement and the First Amendment to Wastewater Enterprise Management Agreement
in substantially the forms filed with the City Clerk. Any Responsible Officer is hereby authorized to
execute the First Amendment to Water Enterprise Management Agreement and the First Amendment
to Wastewater Enterprise Management-Agreement in substantially the forms filed with the City Clerk,
with such revisions, amendments and completions as shall be approved by a Responsible Officer, such
approval to be conclusively evidenced by the execution and delivery thereof.

Section 3:  The City Council hereby authorizes staff to initiate proceedings to increase
water service charges and the sewer service charges as are necessary to meet the obligations under the
Concession Agreement all in accordance with California Constitution Article XIIID, the Infrastructure
Financing Law and any other applicable law

Section 4: The Mayor, the City Administrator, the Treasurer, the Finance Director, the
City Clerk, and any and all other officers of the City are hereby authorized and directed, for and in the
name and on behalf of the City, to do any and all things and take any and all actions, including the
publication of any notices necessary or desirable in connection with the Concession Agreement, and
execution and delivery of any and all assignments, certificates, requisitions, agreements, notices,
consents, instruments of conveyance, warrants and other documents, which they, or any of them, deem

necessary or advisable in order to consummate the transactions as described herein
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This Resolution shall take effect from and after the date of its passage and

Section 5:
adoption.
PASSED APPROVED AND ADOPTED this day of , 2011.
GRACE VARGAS, Mayor
ATTEST:

BARBARA MCcGEE, City Clerk

APPROVED AS TO FORM:

JIMMY L. GUTIERREZ, City Attorney
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STATE OF CALIFORNIA )
COUNTY OF SAN BERNARDINO ) ss
CITY OF RIALTO )]

I, Barbara McGee, City Clerk of the City of Rialto, do hereby certify that the foregoing

Resolution No. was duly passed and adopted at a regular meeting of the City Council of the City of

Rialto held on the day of ,2011.

Upon motion of Council Member , seconded by Council Member ,
the foregoing Resolution No. ____ was duly passed and adopted.

Vote on the motion:

AYES:

NOES:

ABSENT:

IN WITNESS WHEREOQF, I have hereunto set my hand and the Official Seal of the City of

Rialto this day of ,2011.

BARBARA McGEE, CITY CLERK
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RUA RESOLUTION NO.

A RESOLUTION OF THE RIALTO UTILITY AUTHORITY OF
THE CITY OF RIALTO, CALIFORNIA, APPROVING THE
CONCESSION AGREEMENT - SERVICE CONTRACT FOR THE
DESIGN, CONSTRUCTION AND FINANCING OF UPGRADES
AND FOR THE OPERATION OF THE RIALTO UTILITY
AUTHORITY WASTEWATER FACILITY AND WATER
FACILITY, THE FIRST AMENDMENT TO WATER
ENTERPRISE MANAGEMENT AGREEMENT AND THE FIRST
AMENDMENT TO WASTEWATER ENTERPRISE
MANAGEMENT AGREEMENT; AUTHORIZING STAFF TO
INITIATE PROCEEDINGS TO INCREASE WATER SERVICE
CHARGES AND SEWER SERVICE CHARGES; AND
AUTHORIZING OFFICIAL ACTIONS AND EXECUTION OF

DOCUMENTS RELATED THERETO

RESOLVED, by the Rialto Utility Authority (the “Authority™), as follows:

WHEREAS, pursuant to California Government Code Section 5956 er seq. (the
“Infrastructure Financing Law”) the Authority engaged in a competitive negotiation process, including
the solicitation of competitive proposal through a Request for Proposal (“RFP”), for the procurement
of engineering, design, financing, construction, operation and maintenance services with respect to its
water system and wastewater system (the “Utilities™); and

WHEREAS, upon evaluation of the proposals submitted in response to the REP, the Authority
selected the proposal from Rialto Water Services, LP as the proposal most favorable to the Authority;
and

WHEREAS, three public workshops have been held at which the terms of the concession
arrangement, its impact on the operations of the Utilities and the anticipated service charge increases
necessary to meet the Authority’s obligations under the concession arrangement were discussed; and

WHEREAS, the Authority with the assistance of its staff and consultants have reviewed the
Concession Agreement — Service Contract for the Design, Construction and Financing of Upgrades
and for the Operation of the Rialto Utility Authority Wastewater Facility and Water Facility (the

“Concession Agreement”) and has determined that it is desirable to enter into the Concession

Agreement;
AW
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NOW, THEREFORE, THE RIALTO UTILITY AUTHORITY OF THE CITY OF
RIALTO DOES HEREBY FIND, DETERMINE, AND RESOLVE AS FOLLOWS:

Section 1:  The Authority hereby approves the Concession Agreement in substantially the
form filed with the Secretary of the Authority. The President, Executive Director, the Treasurer and
the Chief Financial Officer and any interim officers thereof (each, a “Responsible Officer”) are hereby
authorized to execute the Concession Agreement in substantially the form filed with the Secretary,
with such revisions, amendments and completions as shall be approved by a Responsible Officer, such
approval to be conclusively evidenced by the execution and delivery thereof, except with respect to the
Compensation amounts therein

Section 2: The Authority hereby approves the First Amendment to Water Enterprise
Management Agreement and the First Amendment to Wastewater Enterprise Management Agreement

in substantially the forms filed with the Secretary of the Authority. Any Responsible Officer is hereby

i

irst

(¢}

authorized to execute the First Amendment to Water Enterprise Management Agreement and th
Amendment to Wastewater Enterprise Management Agreement in substantially the forms filed with
the Secretary, with such revisions, amendments and completions as shall be approved by a
Responsible Officer, such approval to be conclusively evidenced by the execution and delivery thereof

Section 3: The Authority hereby authorizes staff to initiate proceedings to increase water
service charges and the sewer service charges as are necessary to meet the obligations under the
Concession Agreement all in accordance with California Constitution Article XIIID, the Infrastructure
Financing Law and any other applicable law

Section 4: The President, the Executive Director, the Treasurer, the Chief Financial
Officer, the Secretary, and any and all other officers of the Authority are hereby authorized and
directed, for and in the name and on behalf of the Authority, to do any and all things and take any and
all actions, including the publication of any notices necessary or desirable in connection with the
Concession Agreement, and execution and delivery of any and all assignments, certificates,
requisitions, agreements, notices, consents, instruments of conveyance, warrants and other documents,

which they, or any of them, deem necessary or advisable in order to consummate the transactions as

described herein.
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Section 5: This Resolution shall take effect from and after the date of its passage and

adoption
WHEREFORE, this RUA Resolution is passed, approved and adopted this day

of , 2011,

GRACE VARGAS, RUA President

ATTEST:

BARBARA McGEE, RUA Secretary

APPROVED AS TO FORM:

JIMMY GUTIERREZ, RUA Attorney
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STATE OF CALIFORNIA )
COUNTY OF SAN BERNARDINO ) ss
CITY OF RIALTO )

I, Barbara McGee, Secretary of the Authority of the City of Rialto, do hereby certify that the

foregoing Resolution No. was duly passed and adopted at a regular meeting of the Rialto Utility
Authority of the City of Rialto held on the day of ,2011.
Upon motion of Board Member , seconded by Board Member

the foregoing RUA Resolution No. ____ was duly passed and adopted.
Vote on the motion:
AYES:
NOES:

ABSENT:
IN WITNESS WHEREOF, I have hereunto set my hand and the Official Seal of the Rialto

Utility Authority of the City of Rialto this day of ,2011.

BARBARA McGEE, RUA Secretary










FIRST AMENDMENT TO
WASTEWATER ENTERPRISE MANAGEMENT AGREEMENT

by and between

RIALTO UTILITY AUTHORITY

And

CITY OF RIALTO

Dated as of June __, 2011

Amending Wastewater Enterprise Management Agreement
dated as of May 1, 2001
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FIRST AMENDMENT TO
WASTEWATER ENTERPRISE MANAGEMENT AGREEMENT

THIS FIRST AMENDMENT TO WASTEWATER ENTERPRISE MANAGEMENT
AGREEMENT, made and entered into as of June __, 2011 (the “Agreement”), by and between
the RIALTO UTILITY AUTHORITY (herein called the “Authority™), a joint powers authority,
and the CITY OF RIALTO, a municipal corporation duly organized and existing under the laws

of the State of California (the “City”):
WITNESSETH:

WHEREAS, the Authority is a joint powers authority duly organized and existing under
and pursuant to that certain Joint Exercise of Powers Agreement, dated as of May 1, 2001, by
and between the City of Rialto and the Redevelopment Agency of the City of Rialto; and

WHEREAS, the City and the Authority entered into a Wastewater Enterprise
Management Agreement, dated as of May 1, 2001 (the “Management Agreement”), pursuant to
which the parties set forth the terms of the management and operation of the Wastewater

Enterprise by the City on behalf of the Authority; and
WHEREAS, the City and the Authority have approved entering into that certain

Concession Agreement — Service Contract for the Design, Construction and Financing of
Upgrades and for the Operation of the Rialto Utility Authority Wastewater Facility and Water

Facility (the “Concession Agreement”) with a private operator; and

WHEREAS, it is necessary to make certain amendments to the Management Agreement
in connection with the concession arrangement under the Concession Agreement; and

WHEREAS, Section 13.2 of the Management Agreement provides that the Management
Agreement may be amended upon the written consent of each party thereto; and

NOW, THEREFORE, the Authority and the City agree as follows:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions. Unless the context otherwise requires, all capitalized terms
used herein and not otherwise defined in this Agreement shall have the respective meanings

given to such terms in the Management Agreement.

ARTICLE II
AMENDMENTS TO WASTEWATER ENTERPRISE MANAGEMENT AGREEMENT

Section 2.01.  Amendment of Article XIII. Article XIII of the Management Agreement
is hereby amended to include Section 13.10 as follows:

“Section 13.10 Acknowledgement of the Parties. The City and the Authority
acknowledge that the Concessionaire under the Concession Agreement shall be primarily

1

860445641



responsible for the operation and maintenance of the Wastewater Enterprise as described in the
Concession Agreement. To the extent any provisions of this Agreement conflict with the
provisions of the Concession Agreement, the Concession Agreement shall control. Furthermore,
notwithstanding Section 3.2 of this Agreement, to the extent the Concession Agreement is in
effect, the City and the Authority shall not terminate this Agreement without the prior written
consent of the Concessionaire.”

ARTICLE I
MISCELLANEOUS

Section 3.01. No Other Amendments to Management Agreement. Except as set forth in
Article II hereof, the Management Agreement shall remain in full force and effect.

Section 3.02. Counterparts. This Agreement may be executed in counterpart.

IN WITNESS WHEREOF, the parties hereto have caused this First Amendment to
Wastewater Enterprise Management Agreement to be executed by their duly authorized officers
as of the date first above written.

RIALTO UTILITY AUTHORITY

By:

Interim Executive Director
CITY OF RIALTO
By:

Interim City Administrator
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FIRST AMENDMENT TO
WATER ENTERPRISE MANAGEMENT AGREEMENT

by and between
RIALTO UTILITY AUTHORITY
And
CITY OF RIALTO
Dated as of June _ , 2011
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FIRST AMENDMENT TO
WATER ENTERPRISE MANAGEMENT AGREEMENT

THIS FIRST AMENDMENT TO WATER ENTERPRISE MANAGEMENT
AGREEMENT, made and entered into as of June _, 2011 (the “Agreement”), by and between
the RIALTO UTILITY AUTHORITY (herein called the “Authority”), a Joint powers authority,
and the CITY OF RIALTO, a municipal corporation duly organized and existing under the laws

of the State of California (the “City”):
WITNESSETH:

WHEREAS, the Authority is a joint powers authority duly organized and existing under
and pursuant to that certain Joint Exercise of Powers Agreement, dated as of May 1, 2001, by
and between the City of Rialto and the Redevelopment Agency of the City of Rialto; and

WHEREAS, the City and the Authority entered into a Water Enterprise Management
Agreement, dated as of May 1, 2001 (the “Management Agreement”), pursuant to which the
parties set forth the terms of the management and operation of the Water Enterprise by the City

on behalf of the Authority; and

WHEREAS, the City and the Authority have approved entering into that certain
Concession Agreement — Service Contract for the Design, Construction and Financing of
Upgrades and for the Operation of the Rialto Utility Authority Wastewater Facility and Water

Facility (the “Concession Agreement”) with a private operator; and

WHEREAS, it is necessary to make certain amendments to the Management Agreement
in connection with the concession arrangement under the Concession Agreement; and

WHEREAS, Section 13.2 of the Management Agreement provides that the Management
Agreement may be amended upon the written consent of each party thereto; and

'NOW, THEREFORE, the Authority and the City agree as follows:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions. Unless the context otherwise requires, all capitalized terms
used herein and not otherwise defined in this Agreement shall have the respective meanings

given to such terms in the Management Agreement.

ARTICLE II
AMENDMENTS TO WATER ENTERPRISE MANAGEMENT AGREEMENT

Section 2.01.  Amendment of Article XIII. Article XIII of the Management Agreement
is hereby amended to include Section 13.10 as follows:

“Section 13.10 Acknowledgement of the Parties. The City and the Authority
acknowledge that the Concessionaire under the Concession Agreement shall be primarily

]
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responsible for the operation and maintenance of the Water Enterprise as described in the
Concession Agreement. To the extent any provisions of this Agreement conflict with the
provisions of the Concession Agreement, the Concession Agreement shall control. Furthermore,
notwithstanding Section 3.2 of this Agreement, to the extent the Concession Agreement is in
effect, the City and the Authority shall not terminate this Agreement without the prior written
consent of the Concessionaire.”

ARTICLE HI
MISCELLANEQUS

Section 3.01. No Other Amendments to Management Agreement. Except as set forth in
Article IT hereof, the Management Agreement shall remain in full force and effect.

Section 3.02. Counterparts. This Agreement may be executed in counterpart.

IN WITNESS WHEREOF, the parties hereto have caused this First Amendment to Water
Enterprise Management Agreement to be executed by their duly authorized officers as of the date

first above written.

RIALTO UTILITY AUTHORITY

By:

Interim Executive Director
CITY OF RIALTO
By:

Interim City Administrator

860442561 2



SPECIAL MEETING
of the
UTILITIES COMMISSION
MINUTES
September 7, 2011

INTRODUCTION The Special meeting of the Utilities Commission of the City of Rialto was held in the
Public Works Department Maintenance and Operations building located at 246 S.
Willow Avenue, Rialto, California 92376, on Wednesday, September 7, 2011.
o0o
This meeting was in accordance with the provision of the Government Code §54956 of
the State of California.
o0o
CALL TO ORDER Vice-Chairperson June Hayes called the Special meeting to order at 6:24 PM.
o0o
ROLL CALL The roll was called and the following Commissioners were present: June Hayes, Ayo
Akingbemi, Richard “Kim” Chitwood and Sarmad “Sam” Syed. Chairperson Barbara
Zrelak-Rickman was absent. Staff Liaisons present: Ahmad R. Ansari and Kandace
Smith.
ORAL ¢ None presented
COMMUNICATIONS e« The following City personnel were present: Mike Story-City Administrator and

Robb Steel-RDA/Economic Development Director.
* The following consultants were present: Stephen Dopudja-SAIC, Art Griffith-
SAIC, Kent Hodgkinson-American Water and Don Hunt-Fulbright & Jaworski.
¢ The following members of the public were present: Dennis Barton, Jan
Dabney, Scott Beard and Frank Gonzales.

00o

New Business

ltem 1-Concession
Agreement: General
Recap and
Recommendation

Stephen Dopudja, Senior Project Manager, SAIC Energy, Environment and
Infrastructure presented the Concession Agreement Alternatives Utility Commission
Workshop #6. He stated within the presentation there are charts that cover what all of
the impacts were for qualified management vs. concession vs. no concession. He
provided an overview and covered the following topics:

o Summary of previous workshops
Summary of operations and maintenance
Financial projections
Guidance for interpreting rate projections
Qualified management contract
Combined water and wastewater rate impacts $30M upfront payment
Combined water and wastewater rate impacts $0M upfront payment
Public outreach
o Utility Commission recommendations

S 0O 000 0O Oo

Stephen | will look to the Commission for recommendations they would
Dopudja:  like to present to City Council, and look at a schedule for public
outreach workshops in the future.




Dopudja:

Provided handouts with information on who provides operations
and maintenance, capital project execution, and up-front
payments as it applies to the Rialto Utility Authority (RUA) and
the private sector.

Commissioner
Hayes:

Is the RUA capable of taking a bond or would that be the City?

Dopudja:

It would be RUA.,

Commissioner
Akingbemi:

In terms of interest rate uncertainty and the interest rate risk that
RUA will retain, looking at what the concession proposed, are
you in a position to make any kind of comparison?

Dopudja:

| will show a comparison of concession versus no concession
and what it will look like overlapping.

Art Griffith

Senior Project Manager, SAIC Energy, Environment and
Infrastructure provided an overview of who finances the up-front
payment portion as it applies to RUA and the private sector. Line
graphs were presented to distinguish no concession (blue lines)
versus concession (black lines) to reflect the cumulative rate
increases.

Commissioner
Akingbemi:

You are using seven and one half percent (7.5%) interest rate for
high and six percent (6%) for low, are you at liberty to tell us what
was used for the concession black lines?

Griffith:

The concession pricing built all the payments into their capital
charges which is proposed and negotiated by the concessionaire,
based on the concessionaire cost of debt, cost of equity, and
other considerations.

Griffith:

| believe the cost of debt for the tax exempt debt for the
concession at the time was six and one quarter (6.25%) for their
tax exempt debt. Their capital structure was different, so it is not
directly comparable.

Commissioner
Syed;

I have a question on where you said the rate increases would be;
would that be what was proposed initially in January and July?

Dopudija:

That is a good question because if you are going to implement a
sizeable rate increase soon, when do you want the next one to
be? Six months later or move it out a couple of months, the
slower the ramp is the higher the impact.

Dennis Barton:

Rate increases change and vary and issue as much debt.

Griffith:  If you issue the debt as needed versus all up front, you do not
have to issue as much debt.
Commissioner  Robb, what would be the effects, to the best of your knowledge,
Hayes:  on the spur of the moment, of the 30 million versus the no 30
million to the City in terms of its current situation?

Robb Steel:  When | presented to the board back in June or July there was an
ongoing structural deficit in the City. 30 million dollars would
certainly add to the reserves and give us moderate time to ride
the ship. Obviously, the question was whether that money was
available to use for operations or restricted for capital. | know this
is what was trying to be addressed during the workshops.

Commissioner  One of the recent things | think | heard, originally | heard that
Hayes:  putting the 30 million in a restricted fund would help our rating for
bonds. More recently, | heard that no, if it is in a special fund that
hurts us.
Steel: | do not know why having any money would hurt you.
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Griffith:

One of the conversations we were having was in terms of
securing a bond rating for RUA, there are requirements of rating
agencies and one of the parameter they look at is the amount of
cash on hand you have; and that means unrestricted cash on
hand. If you make this upfront payment to the City this of course
is not in RUA anymore and is not restricted cash on hand. That
same consideration may be applicable to the City; | do not know
and have not had those conversations about what that would
mean to the City itself. If that same logic applies to the City the
more restrictions you put on it, the less able that 30 million is to
affect a bond rating. Don do you have anything?

Don Hunt;

That is true, but you can have policy restrictions that could still
allow access to the money when needed that should not impact
the rate increase.

Commissioner
Hayes:

I know one of the concerns | have, and | do not want to speak for
my fellow Commissioners, but | think | have heard--and have
heard from some of the citizens--is a lot of...you know we gave
the City $26million back when the RUA started and it all got
fritted away. It was supposed to resolve our problems. In fact, |
was reading on the board there, dated 1999, about money that
was given to the City that did not solve our problems. | know the
citizens that | hear from (that is not all citizens obviously, so | do
not know them), | am talking about the majority, have some
concerns about the use of the money and yet we have to balance
this out with we do not want the City to go bankrupt either. | am
just looking for guidance in that area, | guess, in terms of
consideration of $30 million and not $30 million.

Hunt:

Madame Chair, if | could make a little of an explanation about the
Utility Authority. At the time the City considered the formation of
the Utility Authority and the long term lease of the water and
wastewater systems, many cities in California were under
financial stress. Many of those cities were looking at privatizing
their utility systems. This approach the City ended up going with
because they did not want to lose public control and ownership
and operations of their systems. They did need to access their
equity in the systems, much of which in the early years had been
paid from the general fund basically. It had been subsidized from
the general fund to the utilities, to start them and to operate them.
It was a legal structure that allowed the City to access its equity.
When the legal documents were entered into, including the two
lease agreements, they set forth the valuation of those systems
at that time, that were done by an independent engineering firm
at arm’s length, the City had no input into those numbers other
than to provide the information on the system. Legal documents
required that over the 55 year term of the lease, that the City be
paid the present value of the systems. In one sense when the
City takes out the lease payments because it is all present value,
the City can only take out the lease value over the 55 years. If
they take $30 million dollars upfront, that's simply going to reduce
money that could be taken out later. The lease is set at the
maximum amount that the City can access for 55 years; they
cannot take any more. It was done under section 10061 of the
Public Utilities Code. It was set up in a formal way that allows the
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City to take out its equity, but nothing more than that. That was
the protection for the utilities that was the maximum amount that
could paid in lease payments. In one sense it is not really fair to
look at $30 million as being related to the concession agreement.
That can be taken out at any time, but the limit is the City cannot
be paid more than what the original present value is worth.
Whenever that happens over the 55 years,--one, they are entitied
to it and it is a requirement that we pay because the structure for
it to be valid has to be followed. At some point the City will have
entitlement to the rest of the money, so whether you do $30
million or do not do any for a few years, or divert a lesser amount
on an annual basis, that is money that the City is entitied to from
a legal standpoint.

Commissioner
Hayes:

Let me make a comparison and correct me if | am...okay. Mike is
the mortgage company; | own a house and pay $100,000
originally when | bought the house. | put a big down payment on
the house and Mike comes to me, for whatever reason, and says:
June, you are not obligated to pay any more than $1000 a month
to me, but | really did you a good favor when I sold you the house
you did not really qualify well. Could you front me $10,000...t is
going to lower my mortgage payment.

Hunt;

Correct, it will lower your principal balance.

Commissioner
Hayes:

Therefore, | will be paying more principal and less interest and all
that kind of stuff. When | pay him the $100,000 and pay him all
that amount of money, | am done with him unless | want to make
improvements on the house and take a new loan out on the
house. Once | have paid the City the current present value or
finish paying off my mortgage our relationship is over.

Hunt:

Correct, until the end of the lease term when it reverts back to the
City at the end of 55 years. This is a lease and not a purchase.

Commissioner
Hayes:

So the City could lease it to me again for another $100,0007

Hunt:

If the state law provided for that, it is possible. At the end of 55
years most of the assets have depreciated and you are replacing
over time and so on. That is the only difference, instead of it
being a mortgage; it is a lease hold mortgage.

Commissioner
Hayes:

| personally do not care what Mike does with the money | give
him, as long as it does not cost me more money?

Hunt:

Right, because it is his money.

Barton:

One, you said the original is based on the fact presumably, that
the general fund contributed and financed the improvements to
the water system?

Hunt:

That has been true in many cities. The original was based on the
then current present value of the assets appraised by an
independent engineering company, and was done pursuant to
the Public Utilites Code that allowed actually for complete
privatization and ownership; which would have required a vote of
the people. Most of the cities that looked at this looked at these
alternatives during that time period there were a lot of meetings
throughout California. | was asked to go to a lot of meetings
where they were considering different things and soliciting
proposals from different private companies. By and large, most
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cities were adamant that they do not want to lose public control
and ownership of water and wastewater facilities.

Barton:

Again, it is based on the assumption that some general fund
money.

Hunt:

That was one of the considerations that was considered by the
legisiature and also was supported by the Reason foundation out
of Tennessee, to do some studies on it at the time in terms of
comparing private operations and those kinds of issues.

Barton:

And then too, the City is entitled, according to this [summary of
financial projections handout], to that lease payment, but that the
City does not have to take payments. For example, the City has
been taking $1 million per year from each utility; if | read that
chart correctly they were trying to take it.

Commissioner
Akingbemi:

| believe based on the last spreadsheet we reviewed the water
utility had not paid its lease since 2005 and the wastewater since
2007, | believe.

Dopudja:

The $2 million a year from RUA has gone to the City in every
year, it is that it has been from the wastewater utility in the last

several years.

Commissioner
Hayes:

Does it matter in the long run in terms of the current present
value which utility is comes from?

Hunt:

Not as long as the present value paid for each system in lease
payments is no greater that the present value at the time that the
lease was re-entered into. it is present value for each system
separately. The maximum that can be paid in lease payments is
that present value calculation.

Commissioner
Hayes:

So wastewater is paying their mortgage off faster than water is?

Hunt:

Correct.

Art Griffith presented the table for the $30 million upfront payment
and the $0 upfront payment.

Griffith:

This is just the concession agreement as was presented in June
and does not show all the other scenarios that were done.

Commissioner
Chitwood:

| was not here in June (referring to the table), but the qualified
management contract (QMC) has four columns, low, high, low,
high, and the others just have three. What is the difference in the
percentages between the two lows or the two highs?

Griffith:

In the QMC it is when we issued the debt, so what we did was
show some rate impacts, issuing all of the debt all at once.

Commission
Chitwood:

Okay, now | see it.

Barton:

Can you recall what the inflation rate is based on?

Griffith:

The concession agreement adjusts the service fee not the capital
charges based on a combination of consumer price index (CPI)
and employment cost index (EPI).

Griffith:

On these rate projections we did not try to forecast what these
rate projections would be.

Commissioner
Hayes:

You were talking earlier, when we were talking about the RUA
about privatizing and how that gave up control. | am certainly
against privatizing fully and | want my control, but could
you...somebody and | do not know who | am asking, discuss
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what we do give up or do not give up under the three different
scenarios? What kind of control do we give up if we go to
concession, qualified management or, | guess, we do not give up
anything if we stay with the status quo?

Griffith:

On the concession you will enter into a contract that will require
you to pay service fees and capital charges. The City or the RUA
board has the obligation to set rates high enough to do so. If the
RUA board does not set the rates high enough, what you give up
is the ability to make those annual lease payments. If you really
do not set rates high enough you will be in default of your
contract. Under the QMC you will be required to pay a service
fee, but the RUA or the City retains the responsibility to build the
capital improvement, finance the capital improvements and adopt
the rate increases necessary to do that. If the City Council fails to |
adopt the rate increases, you would presumably defer all of your
capital projects; that is the more likely outcome. Under the no
concession it is similar to your existing management. You retain
the responsibility to operate and maintain the system, build the
capital improvements, pay for the capital improvements and raise
rates. Under the QMC and the no concession, RUA would borrow
money and they would have to be the covenant in those debt
obligations.

Dopudja:

Let me add to that, where things are at right now in the analysis,
even though there is some sensitivity it is getting to the point
where it is like a bowl of jelly where you poke here and something
pops out. On the QMC the City has more flexibility of not
repeating the sins of the past of not raising rates. They are not
contractually obligated to do it. The issue is when you have an
operator and are deferring those costs and deferring those
projects, the system gets older and is less reliable. If they have to
maintain a standard of service then there are more risks. You do
give up some controi, you do not do the capital improvement
projects (CIP), and it is program management within the
concessionaire’s responsibility.

Commissioner
Hayes:

Do | have any input into that?

Dopudja:

Sure you do, under the concession you have input into all of the
planning, you retain the rate setting, but you have that hammer
over you to make sure you are doing it. You retain all the rights to
the water; you do not give that up or the ownership. You will
always have input, the City, under the concession, approves the
projects before they get built and issues those work orders.
Under QMC you would be responsible to set those priorities and
oversee those functions.

Commissioner
Hayes:

| am asking a real simple...forget | am a Commissioner. | heard
from my vet the other day and he said what is happening”? | have
been at the vet constantly and | said | am a little stressed about
the meeting that is coming up, | was explaining some of that and
he knows some of the stuff that is going on. He said | understand
you are going to give up some control of the water and
wastewater, and | said, no. There is a lot of public opinion out
there that the concession is giving up a lot of control. You are
giving me answers that | hear as a Commissioner. | want to hear
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John Q answers. Can you give me some John Q answers?

Dopudja:

| would change the characterization of control; I would change
that to responsibilities. There are certain things that the City is
responsible for and certain things that the City does not have
responsibility for under a concession agreement. Under the
concession agreement there were a lot of negotiations. What it
does is take away those responsibilities that the City has not
historically managed well and transfer those responsibilities over
to the concessionaire. If the City felt the concessionaire was not
meeting their responsibilities the City has a right to terminate that
contract.

Commissioner
Hayes:

What if | do not like them anymore?

Dopudja:

You can still terminate the contract, but there are consequences
that go along with it. Remember they are putting a lot of money
into the deal as well. There are risks that go along with that, so
there are clauses spelled out in the concession agreement.
Really what you are giving up are responsibilities. If you want to
characterize it as control, we control that pipe that is going into
the ground. Is that something you lose sleep over? There is
millions of pipes that are put into the ground by the operators. Do
you feel any less comfortable when Veolia is constructing
something for you? You have that now. It is really a perception
issue, and it is frying to overcome that, and it is part of those
workshops that will be helpful to understand that. | have said it
before that | think we failed kind of bringing the public along on
these issues.

Commissioner
Akingbemi:

If you look at it to some extent the loss of flexibility on the part of
the City is also tantamount to some loss of control, more so when
you look at the term of the concession agreement, whether you
terminate for cause without cost, there is a significant penalty
according to the City. In essence whether you do or you do not,
you are hooked.

Dopudja:

Help me understand on your loss of flexibility because under the
concession when you are looking at projects and planning, while
the funding is in there so it can get done, the City can choose to
go to an outside consultant for that funding to look at how it wants
its system to improve as well. There are parts of the concession
agreement when it comes to those recurring costs, the planning,
The City has reserved the right to say we want American Water
to do it or we want someone else to do it.

Commissioner
Akingbemi:

As it stands right now if you want to undertake a capital project
for instance. The City can go out there and put a design to bid
and select any company for that matter to develop the design.
Under the concession who does that?

Dopudja:

The concessionaire.

Commissioner
Akingbemi:

In essence you are what the concessionaire decides to do or not
to do. That is what | am talking about, loss of flexibility because
five years from now if there is some magical discovery that will
help us reduce cost and design at a much cheaper rate, you are
hooked to the terms of this agreement that you will not be able to
take advantage of that innovation.

Dopudja:

Before every work order is issued on every project, the City sits
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down with the concessionaire and the City issues that
authorization to proceed. If the City sees those efficiencies the
City will have oversight whether it is an independent party or City
staff. Every project gets reviewed before it goes out to bid for
design or construction. The City looks over it and issues that
authorization. If there are savings identified it is passed along to
the City in the form of available funds for future projects as
needed.

Commissioner
Akingbemi:

Who decides who builds that project?

Dopudja:

That is the concessionaire. The concessionaire will be
responsible for hiring the contractors. What | am trying to
understand is what comfort do you get in having that flexibility,
what comfort do you get of having the flexibility over a contractor
or a particular designer? | am trying to understand where the
risks you see are, if company x constructs it.

Commissioner
Akingbemi:

The risk | see basically is this, at least in my years on this
Commission we have had at least two agreements that | know of
that went sour. OM is one of them and the Chevron deal that we
are still dealing with is another. Now, | would say thank God
those were short term contracts. Now, we are dealing with a 30
year contract where there is really no exit option at least | would
say no moratorium for the City. If there is something out there
that could help you at least do what you are doing better. If the
concessionaire says well, yes we are taking your input into
consideration, but this is the person we feel comfortable with.
Yes, they are providing upfront funding, but it is still our liability in
terms of paying the money back. | am talking of the rate payers.

Jan Dabney:

| think one of the things missing here is when you look at the
concession agreement, there was actually passage in there, they
are funding all the money so some of the flexibility you want, the
investors do not want you to have because historically you have
not handled the money well and the projects have not been built.
Since they are funding the money they are on the hook to pay it
back. There is a limited consideration when looking at who is in
charge of what. You are in charge, but the debt service...there is
a fine line.

Dopudja:

| guess what | am trying to grapple with is the very things that you
are touching on fell into where you rank or the Commission
ranks. The two contracts if | could talk to those because we are
working on one of those. No disrespect to anybody who worked
on those or anybody at the City. Those were two contracts that
the City had no business negotiating themselves; they did not
have the expertise. Those contracts should have been written
differently. There are a lot of things in there, they had some good

‘parts, but there are some parts in there that are challenging

based on what the City attorney’s input is.

Commissioner
Akingbemi:

If | remember correctly there was a consultant that was hired as
part of this process. With Chevron for instance, what is the
gentleman’s name?

Commissioner
Hayes:

Bill Hunt




Ahmad Ansari:

You are referring to Bill Hunt, Hunt Environmental.

Commissioner
Hayes:

Yes, but he is not an attorney.

Dopudja:

That is not something directed at Bill. The technology that was
being implemented is completely different than from what the City
had historically done ever. What | think you have done differently
is you have hired us and Fulbright and Jaworski. You have had
more representation on this project, representation with
companies that have the most experience in these types of
arrangement than anybody else. The OMI contract, my
understanding is the City wrote most of that. This is not directed
at any particular person, but when you are getting into those
kinds of issues, if you have not had the expertise and done it
several times, there are so many nuances despite your best
intentions. No doubt there were good intentions throughout the
entire process, but once you get into it you realize that it is an
issue. The contract is silent, it is not that it is bad, but it is silent in
some areas where you would not like to have a contract be silent.

Commissioner
- Akingbemi:

The other concern | have or question, under the concession you
have your 30 year agreement. Under the QMC do you have to go
with the 30 year or can you go with something less?

Dopudja:

You have to go with that and the maximum is 20 years under a
QMC.

Commissioner
Akingbemi:

So if you wanted to do five years and subject to renewal, or
termination with no consequence, you can do that.

Dopudja:

It would have to be negotiated and | do not know what the pricing
implications are. | think the longer the term, the more stability you
have, but we would have to negotiate this. Kent, do you see any
negatives to a shorter term in terms of price risk?

Kent
Hodgkinson:

To me you are at risk for performance and your horizons are
shortened. | think longer term indicates more alignment with
interest, so that there is more alignment and more efficiency, all
the things that you are particularly skilled to negotiate.

Commissioner
Akingbemi:

Does it not also limit your ability to re-negotiate your contract for
a better term?

Dopudja:

The contracts will be audited every year and you will have
oversight of these contracts that are audited and looked at.
Because the QMC has not been negotiated, you could negotiate
those terms in the contract and negotiate flexibility, once it is
audited and re-negotiate certain things. This way the City knows
the contract is reflecting what the market is actually dictating.

Griffith:

You can negotiate any type of agreement for a concession or a
QMC as it builds in flexibility to do what we want. That will be
reflected in the price you get. If you want to build in openers for
negotiations under certain circumstances, you might be able to
negotiate that.

Frank Gonzales:

You are saying that qualified management can do it incrementally
by certain period of contract years? That assumes that the prices
will rise with each new contract. Whereas with a concession it is
more stable is what you are saying?

Dopudja:

Yes, the position that the Commissioner is taking is that if |
choose not to re-negotiate with the implication that those costs
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were not going down, they might also go up.

Barton:

Talking about flexibility the response was regarding the first five
years on the capital side. If there is going to be more capital work
over the long term right? Overall, it has to be within the first five
years and over, so where does the flexibility then lay after the first
five years that Ayo (Commissioner Akingbemi) was referring to?

Dopudja:

Referring to capital projects or just in general? | want to make
sure | understand your interpretation of this question.

Commissioner
Akingbemi:

| am referring to it in general.

Dopudja:

After five years looking at the CIP it is not in there. Our
expectation is the five year CIP is going to take care of most of
the issues the City is facing right now that need to be addressed.
The recurring capital in some of those future projects can be
handled in the recurring repair and replacement projects. The
City could go back to the concessionaire and try to get more debt
in the future if it needed to, to go through and implement new CIP
programs.

Dopudja:

This issue was as you approach the end of the concession
agreement you would expect another large capital program, that
at that time the concessionaire would go out and issue the debt
posed some constraints. So they were actually more open to
having the City provide the capital improvements.

Dabney:

The City is actuaily collecting impact fees for sewer and water.

Barton:

That is capital and not cost which is where some of the CIP
comes into as capital replacement costs.

Dabney:

Actually I think you are wrong, the City refused to use that money
at the sewer treatment plant, Lytle ...(inaudible).

Dopudja:

There could be some areas served that are not already in the
City's water system. You are correct in some areas and the
answer is you are both correct. It depends on location and the
facility because there are some facilities in the City water system
that may not serve Lytle, but the contract allows for that future
need for development or replacement.

Barton:

On the comparisons, the rate comparison and for the no
concession | assumed when we met last time there were a
couple of discussions, there was full staffing on the City side and
contracting out for capital projects.

Dopudja:

Assume there is full staffing on the City side and assume that the
recurring cost that are embedded in the CIP for the concession.
The CIP and the concession agreement contain what people
might call capital and recurring costs such as main replacement
and meter replacement, all of that is included in every one of
those things.

Barton:

| guess it was just a question of how, for example with City staff
replacing all the water meters and fire hydrants annually, would
that be a contract under a no concession.

Dopudja:

It would be wrapped into the dollar amount available for
improvements. If the City wanted to contract that it would be a
budgeted cost, it did not specify who the service provider was.

Commissioner
Syed:

The concession that we have right here this is for the 30
projection correct? We could possibly lower it down to 20 years
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correct?

Dopudja:  Not the concession, but QMC.
Commissioner  Okay, | interpreted that wrong.
Syed:
Barton:  These costs only include the first five years too.
Commissioner ~ Prop 218
Hayes:
Barton: It includes perchlorate charges, but does not include the utility
tax.
Dopudja:  The utility tax is a fixed number.

Stephen Dopudja continued the presentation on future public outreach, discussed
comparisons and provided different scenarios.

Dopudja:

We have talked about future public outreach and so you have
seen a lot of discussions on these bills here and based the
different numbers and tie them to quantities you can relate to and
we tried to create a graph. Something people can relate to and
be able to tie their consumption to. That takes us to the reason
we are here tonight and that is to help you and answer any
questions you have to come up with a recommendation the
Commission would like to make.

Stephen Dopudja presented the Utility Commission Recommendations:
Suggested path for forming your recommendations:
A. What magnitude of rate increase over five years are you willing to support?
B. Then, make a recommendation on the upfront payment. how much, when, and
what conditions if any regarding its use.
C. Consider the differences between the rate impacts for the scenarios and
decide if the risk transfer, level of service, and/or certainty of service are worth
any additional costs (i.e. No concession vs. QMC vs. Concession).

Dopudja:

This is why we need the time because we thought it was
important for you to see the charts. This sensitivity analysis in our
minds was very critical, because if you do not understand the
nexus between not doing something and the impact on the City’s
ability to finance, you would make an uneducated decision. This
is intended to show you and be transparent for every alternative
that is out there, even the ones where your upfront funding or
finance is needed and looking at what the risks are for the higher
and lower interest rate. | would encourage you to look at what is
the certainty of a concession agreement under one column
versus the uncertainty of a higher interest rate. That in our minds
is critical for you to understand, so you can evaluate with the
confidence you have in the City delivering those issues, are you
going to take some of those risks? Are the costs going to be
higher in the future? And what is the difference in price you are
willing to pay? That ends our presentation so if there is anything
specific you want us to go back to or cover we are more than
happy to do it. Are there any questions?

Commissioner
Hayes:

Do we want to share our thoughts?

Commissioner
Akingbemi:

I will make a couple of remarks, first and foremost thank you
Stephen and Art for the fine job you have done. | am particularly
at least happy we have the comparison to look at. When | was
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struggling the other day | called him and said | would like to view
the comparisons side by side, to at least make some intelligible
recommendations. | have looked at it and do have some
concems, one is we all know how we got here in terms of the
timidity of not wanting to increase the rates on a regular basis.
One of the things | have heard over and over again is the
absence of what I'l call local capacity on the part of the City to
manage CIP and operate the system. | do not know if | fully
subscribe to that personally because | do believe that with the
right mix of resources there is no reason why Rialto should be
different from any other City in terms of being able to attract the
necessary talent. As a matter of fact | do believe we have those
talents here. In the CIP area for instance, | feel to the extent that
most capital projects will go out to bid and be evaluated and then
a decision made, and most of our engineering staff basically will
be monitoring those projects as they are being constructed. If |
have any concern it would be in the area of operations and
maintenance (O&M). This is the area where we have lost a lot of
staff and this is the area where | do not really see us making any
effort as far as how we at least make up for what we have lost.
We have touched a little bit on asset management and the lack of
it in this City. Having said all that | am looking at all the scenarios.
| am saying the uncertainty is still there that we do not know
whether or not the City can get a better rate compared to what
the concession offers. As far as the qualified management
approach, which is the approach | am leaning towards, because |
feel it gives the City more flexibility and buys us time to the extent
we are not committed to a 30 year program to develop that local
capacity that we lack going forward. That is kind of where | am at
right now in terms of how | am looking at this. | feel a 30 year
concession pretty much guarantees in perpetuity that the utilities
will be run by contract from this point forward. 30 years from now
with the absence of staff, when nobody on City staff today will be
around then. It will be “this is the way we have always done it’
and this is how we are going to do it. | am not sure if that is
something | feel very comfortable with.

Commissioner  Kim, thoughts, comments?
Hayes:
Commissioner | will wait until we vote for our recommendations or do you want
Chitwood:  that now?
Commissioner [t is up to you.
Hayes:
Commissioner  Might as well. Thank you Stephen for all the information and Art
Chitwood:  for everything you have given us. Madame Chair, for copious
reasons | would have to recommend no concession.
Commissioner  Status quo.
Hayes:
Commissioner  Yes.
Chitwood:
Commissioner Sam?
Hayes:
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Commissioner
Syed:

Well, | am very new to all of this and being introduced to this in
such a short timely manner and seeing where the City has come
from and where we are at, | do agree with Commissioner Ayo,
something has to be done. What has happened in the past
obviously has not fulfilled the citizens’ needs and what we have
going on right now. | honestly feel that if we keep status quo it will
deteriorate that much more. We are already in financial stress |
will say and with that | feel...the 30 year commitment might be
long, but if you look at what the City has done in the past, | think
there have been a lot of mistakes and that is why we are sitting
here right now. | think if those mistakes were handled at the time
they should have, we would not be sitting here. That is why | feel
concession is the best way to be able to hand over our
responsibilities because we were not able to take care of them.
Signing over most of our responsibilities we might be able to see
a change, maybe for the better. That is how | feel.

Commissioner
Chitwood:

Let me back up. We have made mistakes in the past, that is true.
Over the years we have made recommendations to Council for
rate increases which have been totally ignored. With upcoming
elections Council wants to say, whether they vote yes or no, do
not blame me | was told to vote this way. They just do not have
the wherewithal to make the hard decisions. We have
recommended rate increases in the past and had they honored
that, | do not know why they asked us because they totally
ignored it; we are in the predicament we are in now.

Dopudja:

May | ask a question of you Mr. Chitwood? | agree with your
frustration. If you are recommending a status quo and that has
been a historical issue, what are you recommending to change
that? What do you see are some mechanisms to change that? If
nothing changes history is a good indicator. Help me understand
what you think are some good ideas to change it.

Commissioner
Chitwood:

Well we have to have something in place, some mechanism
where we will have periodic rate reviews and rate increases to
handle what needs to be done in the infrastructure. | do not know
what needs to be done and until we know how much we are
looking at, there is no way we can make a recommendation on
how much of a rate increase we need. There definitely has to be
rate increases and we have said this for years, but Council has
been afraid to do that. They do not want to alienate their
constituents, well, too bad, so sad, it has got to be done. Now a
status quo, no because everything is going to fall apart. No, | did
not like the term status quo.

Dopudja:

Okay, so it was more of a no concession.

Commissioner
Chitwood:

No concession. Something has to be done in the way of rate
increases and hard decisions need to be made by the elected

officials.

Dopudja:

I guess what | am struggling with is the concession gives you that
mechanism, that hammer you are looking for, so | am trying to
reconcile.

Commissioner
Chitwood:

Well, | do not know. There was a phrase made to maintain
control or responsibilities. This is not a valid statement: we will
not have this with a concession.
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Dopudja:

You will not have control?

Commissioner
Chitwood:

We will not have control, it will not happen. That is not a valid
statement.

Commissioner
Akingbemi:

If | could make some additional comments because | love this
City. Last month was my 22" year here in the City of Rialto. | tell
my friends this is where God lives and that is why | live here.
When | look at what is going on with the City as a whole and with
the utilities, whatever was holding the City Council back, | will
probably say, well, the cat has been let out of the bag. The
citizens are now aware that something has to be done. Whatever
they were afraid of before, they can overcome their fear to
understand that, yes, rate increases are a natural cause of
things. We can blame the City Council, but | do not believe they
should take the blame alone. We also have management, and
management should have done things differently. | remember
when | first joined the Commission | guess | offended the then
Chief Finance Officer (CFO), who at one of the meetings had to
tell me to see his credentials because the nature of the questions
| was asking. As far as | was concerned | was taken aback to say
okay wait a second, how can you run a utility, develop a budget
without actually knowing what your requirements are. If you do
not know what your revenue requirements are, how can you then
set rates? We have muddled through up to this point, and it has
affected many parts of development in this City. | also believe
strongly that if we are going to make a change, we cannot just
become a contract City where we can just contract it out to
private agencies. We need now to take the bull by the horn and
wrestle it down so to speak, and begin to look at what changes
are we to make? From asset management and if you need to
change the entire senior level managers if that is what it takes;
then you do that. There are processes that should be in place
where a rate increase should be automatic. You want to make
provisions to lessen the severity of the increases, but it should
just be something that is reviewed annually. Determine if it is
something that is needed. If we need it, then by all means, let us
go out and do what we need to do. In terms of local capacity that
is something that has to be developed. | have dealt with
consultants long enough in my career, that as much as | respect
their expertise, if you put two or three consultants in the same
room looking at the same issue, you will probably end up with
three different recommendations. To that extent | respect the
power they have and thank goodness, it's the power of advice,
which we can take or reject. This City needs to be able to
develop that capacity to be able to manage itself. | feel just very
strongly about that.

Barton:

There has been a lot of information that has been given in these
workshops. | have learned, and | appreciate that. Philosophically
you know how | feel about that, so | will not go into that in here.
Given the circumstances | feel Ayo has hit a solid compromise,
the no concession versus concession for very sound reasons. |
think that under a qualified management plan it does provide the
City an opportunity to re-evaluate things. How it operates and
how it should operate. As far as rate increases the
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recommendation can be that those rate increases can be over a
five (5) year period; and the rates should be over a five (5) year
period. At least going forward not necessarily one year at a time,
that has been an issue in the past. We talked about what was
recommended years ago, a plan, and | believe that should be
done again. There should be a five (5) year minimum, five (5)
year plan going forward on what the rates should be. As a
Commissioner said a rate increase has to be done, it has been a
long time and it has to be done. Over the long term if the City has
control over the operation it is probably the most cost effective

way.

Frank Gonzales:

| 'would go along with the qualified management because you
have time frames to evaluate and make new recommendations or
whatever adjustments need to be made. Over a 30 year period
even though you have made some flexibility, you will probably be
locked in. Looking at it from the standpoint of a manager, it would
give the manager time to develop staffing and proficiency. Also,
put a time table as to when these things can happen. Is it really
practical or feasible to accomplish those things in five (5) years?
From an economic standpoint it might be good because it might
give the local economy a chance to get some people working. |
think we need to have a planned approach to this. What | have
seen, and | have only been here a few meetings, and | really
appreciate all of the staffs work. It has given me a tremendous
opportunity to learn what is actually needed, what is going on and
how it may be approached and addressed. The qualified
management model would be my favorite simply because it gives
us a chance to do it incrementally. Also, the real hard choices
and we will have to face Council and say whether you like it or
not we are going to have to raise rates. We hope that you support
us because people understand when they see what their money
is being spent on. For a necessity if that cost is going to be $75 a
month, that is for their livelihood and they are going to have to
make the decision. Is the phone worth $100 instead of the water?
| think we are going to have to make hard choices for the citizens
too. I think they are more primed now that they have had more
opportunity to listen to this, and more people are going to be
involved with this and | would hope so. | certainly want to
continue with this because it has given me a wealth of education
in how things work and | would like to continue with it. | would like
to fall back on the qualified management model simply because
you can adjust it as you move forward.

Commissioner
Hayes:

I'have a few things to say, and | do not always organize my
thoughts well when | have a lot to say, except on paper. | am
going to read to you: We do not currently have the staff to do the
job. We may or may not be able to get the staff, but our current
financial situation in the City is not very enticing to those who
want a career, and meanwhile we are punting at best. We have a
month to month contract with Veolia and have for a couple of
years now. That is not the ideal situation for them or for us, but
meets our basic needs while we make a decision. There have
been some talks that we are out of compliance in terms of
qualified water operators, | have checked into this and we are
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not. We have an agreement with the water board until December
1st that makes it okay with them for our current certified water
operators Stefan and Stephanee. The water superintendent’s
position does not need to be a certified licensed position. That
position is responsible to have people go to meetings and only
have people understand enough to be able to bring back the
information to the operators. The position also needs to be able
to do the paperwork. In the past when the superintendent was on
vacation or otherwise not available, this job was done by the
Public Works director, for example under Brad Baxter. | was told
that Pete could train anyone, including me, by the way, to do this
job and feel competent in as short a period of time as one month.
If we hire anyone to do the water side on a temporary basis, until
we can hire full-time people, we are paying for a learning curve
for that person. That just does not make sense when we can train
someone in-house to do the necessary work as part of their job.
The AWWA prediction suggests that finding qualified staff in the
near future will be difficult. Despite the supposed objectivity in the
bid process, or perhaps because of it, we often end up with
contractors that are either unqualified or for some other reason,
fail to produce the product, produce it on time and produce it on
budget with both the water and wastewater projects. As a resuit |
would disagree with the statements that we can do the CIP
portion of the work within the City. We have done historically well
with the O&M from what | can see on the water side. Since
contracting with Veolia we have done well on the wastewater
side, but we have not done well with CIP. Plant V is one example
of that, the AIM master plan is another example, the project of
putting in lines on Baseline, somehow we did not anticipate 50
year old valves might need to be replaced during the project. Itis
of course cheaper to stay with the status quo in the short run. We
can set a lower rate schedule of increases that is more palatable
for the citizens, but will we, and will we continue to do so? Will
those rate increases assure that we do the necessary CIP?
History will suggest not, and with the budget situation we are in |
am not even sure if we can get the funding for the bonds. We can
hope and want one thing, but history is the best predictor of the
future, unless there has been some significant and lasting
change to affect that, and | have seen no such change in this
City. | have generally been opposed to outsourcing. | have seen
the results of this or what | thought were the results of this.
Outsourced meter readers not bothering to read meters,
engineering firms permitting Plant V wiring to be inappropriate,
not to spec. | have had to reconsider this as | got more involved.
Was it the firms we hired or oversight or lack thereof? | know that
City staff was about to give Chevron substantial completion when
it was not appropriate. Until | went to Ed Scoft about the
deficiencies and encouraged him to check with Beck. | have
watched it take over four months to get around to ordering a
valve we desperately need and which did not have to go to
Council for approval. This lack of valve has cost us a lot of money
in terms of the ability to make electricity earlier in the project. I am
currently watching the City delay in approving a meter or a valve-
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meter combination that can be approved at the department head
level, and get us in compliance in terms of the flare. We are
currently out of compliance, if AQMD (Air Quality Management
District) comes down here and realizes that we are burning gas
out of that big flare, we are going to lose some money. | watch
over and over as our consultants have to scale back their work
on the Phase | project to risk not being paid because they are
asked to do necessary things that are out of the contracted
scope, and then run out of money and have to wait for a long
time before the change order goes to Council. It is never enough
money for a long enough period of time. This ends up costing us
more money and time in the long run. If | sat down and reviewed
notes from over the years, and | could likely come up with other
examples of the lack of proper oversight and project
management in this City. Bottom line is, | do not think that the
best thing for the citizens at this time is the no concession
scenario. So what about qualified management? This would
solve few of our real problems. We have a qualified management
situation with Veolia. We do not raise rates often enough. We do
not raise rates there more than we do anywhere else. Qualified
management would not solve the CIP because CIP would still be
in the hands of City staff. It would likely still be delayed, have
poor oversight or poor contractors that do not meet specs. What
about have West Valley do the work or go out to bid? We would
have to rejects all bids and start over. This would take time,
possibly lead to some legal issues, and the time spent on all this
would not solve our current problem. In addition, West Valley
made it clear in the interview process that should have come
down to making a decision about who to serve first, their
allegiance is to the district and their board, and the City would
come in second. | see this as a conflict of interest. Despite that,
West Valley was short listed and chose not to make a proposal.
They had their chance to do the work and chose not to. What
about having Cal-Perc do it? | have heard that proposal from
some people, and they had their chance, too. A very variable and
large group of people sat on the subcommittee and they did not
rate them as first. In order to reconsider Cal-Perc, we would have
to get American Water to decide that they did not want to work
with us and bow out of the deal. Otherwise, we would have to
reject all proposals and go out to bid again. Steve, maybe you
can update us on anything you know about that. | struggled over
the couple years that this project that it has been in the works,
and | still struggle with losing Veolia as our O&M team. They
have done a really good job. | went back and forth over the past
two years being in support of and opposed to the concession. |
have come to the reasoned decision that this is in the best
interest of the citizens of Rialto. Why? It takes the day to day
politics out of the equation and makes the running of the
enterprise a professional business endeavor, rather than a whim
of any given set of politicians at any given time, and that includes
me since | am hoping to be one of those politicians. It provides
for many of the things we have been asking for over the years.
Regular rate reviews, rate stabilization, asset management, and

17




succession planning. It provides for the technology that is up-to-
date and accurate because that is the only way a large business
can work and make money. We did not do the contract, we had
our consultant do it, and so the contract is thorough and binding.
It provides for an assurance that we will have an up-to-date and
compliant system in a couple of years and we will get the system
back in that condition when the contract expires should we at that
time decide not to renew. Despite staff concerns about filling out
applications and having to do drug screenings, it provides for an
assurance that our staff will have a job. There is no guarantee of
that with the current financial situation in this City. In fact, | have
heard and have not gotten it from any official source, but | have
heard that layoff notices have already gone out. While | anticipate
that those with technical skills and licenses will continue to work,
there is no guarantee that support staff will fare as well. | have
heard that American Water will only guarantee 18 months of
employment, and | have heard concerns that staff will lose their
jobs after that. The 18 months was a City requirement, not
American Water. | have no doubt that we could get that extended
to four or five years if that is a big concem for our employees.
The contract assures local offices, so the service is available to
the citizens without some distant 800 number with someone who
does not know our community and its unique culture and needs.
Any large firm is going to have its disgruntied employees,
lawsuits and so forth; so does Rialto. | might note that the
American Water union that is so opposed to this project does not
have the guts to go on strike for their position. They continue to
work without a contract, but find a way to make it difficult for the
company by attempting to harm the company’s ability to get more
business. | have no respect for people that do not have the guts
to put their money where their mouth is. They tell our citizens to
oppose the project because rates will increase, but the contract is
still open because they want benefits that their Chief Executive
Officer (CEO) does not even get. This will increase the rates for
their communities. So, do they really care or are they just using
us to meet their own needs? | have spoken to several American
Water staff back east where no one knew who | was or what my
connections were. As | related earlier back in June that included
a line staff member who had just been reprimanded. All of the_
feedback | have gotten has been very positive. | have asked
questions of both employees and customers, both back east and
in Arizona. All | spoke with were happy with the system and the
staff convinced me that the company was taking care of business
for the community. Now, | expect Kent and some of the other big
shots to come out here to paint a good scenario. | do not expect
that at the line staff level and those are the people that | was
talking to. We complain that the Council did not make the hard
decisions, but if we do not make the recommendation that is the
best for our current situation, we are doing the same thing as we
accuse them of. It is time for all of us--citizens, commissioners,
staff, and council--to make the hard decisions, and then take a
good look at what is in the best current and long term interest of
the citizens. We do not have the luxury to hope or to want to have
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things different; we do not have the luxury to speculate that
anything different might happen. One definition of insanity is
doing the same thing over and over and hoping for different
results. That is what has been happening in this City for a long
time. It is time to set aside emotional reaction and fantasies about
how it was or how it might be or the “if only’s” or the “what if's”. It
is time to make the hard decision. Wishing and hoping for things
to be different does not make it happen, and for that reason | am
in support of the concession.

Dabney:

I have heard the concerns of each one of you as we have gone
through this process. | understand Ayo’s concern and |
understand you (June) and Sam and Mr. Chitwood. The one
thing | did not understand is part of the problem is the length of
the term. Which Ayo says is takes it out of our control, and |
believe Mr. Chitwood probably follows that same belief. | never
heard any discussion or direction to your consultants to say can
we get a lesser term, can we negotiate some different terms, can
we meet the requirements Ayo has or Mr. Chitwood on the long
term issue. Maybe before you get to a vote maybe you should
huddle and see if that makes any difference because what | see
is 2-2 (vote) happening here; just like council.

Commissioner
Haves:

R A

Council...| heard that already today.

Dopudja:

The first thing is the Perc status. The City did receive a letter from
Perc recently that we had reviewed, and in our opinion had the
effect of submitting a new proposal. There were some costs
outlines in this proposal that were different from what was in the
original. Quite honestly, a few meetings back when Veolia had
some questions we said it would not be appropriate because
there was a valid procurement going on. The same thing applies
to anyone else, it needs to be uniformly applied, and we did look
at it. We felt this was tantamount to a new proposal and when we
reviewed the costs, we did not agree with the conclusions that
they outlined in their original. We have responded and | believe
the City has probably responded to it. You raised some issues
with existing contracts and it kind of touches on what
Commissioner Akingbemi touched on earlier. | want to elaborate
on what | was saying earlier a little bit further because there was
almost a third contract, and it was this contract. When | say the
people who negotiated them had no business negotiating them,
that is more of a judgment of the City to put people in that
position. In this contract, and | hope you do not mind me sharing
this, the City was looking at moving forward on this without much
consultant involvement. Ahmad and | had very serious
conversations about the risks of that, and Ahmad took it upon
himself to go back to the subcommittee and Council and say
there are a lot of issues here that have to be negotiated. The
Pollyanna view of Rialto that says we can do this, we should be
able to negotiate that contract. While it is admirable it really puts
the City in a bad position. In this case staff pushed back and said
we do not have the qualifications. This really was almost a third
example of a historical precedence where the City kind of felt “we
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can do this’. | guess what | really meant to say, at the risk of
criticizing a client, is this City had no business doing that because
you just do not have the expertise. As far as the current contract
to touch on what Jan was saying, what | would like to do if | could
maybe engage each of you a little bit. Is go back to some of
those fundamental questions is the $30 million dollars given the
city's financial condition, and given Don’s explanation of what the
City is entitled to. Is there an aversion to that? | know you feel
uncomfortable with it, but is that something you would strongly
oppose? Or is it one of those, we resigned ourselves of the fact
that it is necessary and it is important to the City, or are you
opposed to an upfront lease payment? So, if | could kind of get
an idea is there any strong feeling on that one way or another?
Maybe is it seen as a necessary evil or is it something you do not
view as being necessary? | think that will help us kind of refine
what your recommendations could be.

Commissioner
Akingbemi:

For me personally | have no objection to the $30 million upfront
payment.

Commissioner
Chitwood:

I have a problem with any amount and like | said whether it is $30
million or $100 million or $10 million, our elected officials will just
flicker it away. They will not use it constructively or invest it to
where we will get something coming out of it in the long run. It is
just like a little kid gets his hand on the candy and it is all gone.
Then we sit around and wonder “oh my gosh what did we do™?
Well, you know what you did...so immature.

Dopudja:

| think it is important for them to hear it...it is nothing | want to
hear.

Commissioner
Chitwood:

| hope | am not signing my own death warrant.

Commissioner
Hayes:

| was opposed until | learned it was a mortgage payment
comparison. | was opposed to the $30 million for similar reasons
as Kim. Now that it is a mortgage payment, | do not much care
when; | want to get rid of the mortgage as soon as | can on my
house. If | had to pay the money to get rid of the mortgage and
had to suffer making those payments for the next 50 or 45 years.
If | could afford to do that and it could help the City in some way,
and like Kim says | am not sure if they will use it well. | have no
objection to the $30 million, but neither do | feel strongly that we
should.

Commissioner
Chitwood:

| have been a Rialto resident for 50 years now and | have seen
the same thing time and time again. | am not willing to go that
route if | have a say in it.

Dopudja:

Is there anything that Council can do to reassure you? | think |
know the answer, but | will give you the opportunity. | think we
have an idea overall, where the Commission feels on the $30
million versus $0.

Commissioner
Hayes:

If | could (reading a letter)...this is labeled 10 years ago, October
11, 1999. This morning 14 full-time employees in addition to part-
time employees were given notices that they would be laid-off.
This comes from our then City Administrator Joe Gazetta. To
improve our efficiency | have now re-structured our Airport to be
a division of the Public Works department where it was before,
but still headed by Rich Scanlan. The total number of vacant and
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filled positions equates to about six percent (6%). | am
recommending that the City Council use the one-time revenues
for the expansion of the county landfill, which was supposed to
go to build the Police department. To wipe out the long term
deficits in the airport fund, worker's comp fund, liability fund,
public safety fund and others that totaled about seven million
dollars. The Council approves the plan, the $700,000 should be
sufficient in rebuilding our financial security. Is all of this sounding
familiar? | mean 10 years ago and we are here again.

Commissioner
Akingbemi:

| guess my reaction to that letter even with what is going on in our
City here, is to suggest that | do not believe it is unique to Rialto.
A lot of municipalities are having a very difficult time. | think what
makes our situation much more exaggerated is our revenue base
in pretty small. | am looking to the City fathers and hoping the
economy will turn around. Six years ago we were talking about
the fuel cell project and a lot of scenarios were presented. That is
bygones now; | still do believe that Rialto has better days ahead.
Whatever it is we are going through right now, hopefully, June
wants to run for City Council so maybe when she gets there we
can start throwing darts at you too. [ do believe very strongly that
when it comes to politics, things will variably change given the
current atmosphere, given where we have been that the fear will
go away. | have six pages of stuff that | wrote that | could have
read to you like June, but | said no. | am going to speak from my
heart and say what | feel. Rialto has its problems and | will be the
first to admit that. | have some personal issues | am dealing with
being whether | am going to stay here or return home when |
refire, otherwise, | will be running for City Council too. Some of
the decisions we make and how we do things, we will lose the
opportunity to take advantage of things. | still believe we can turn
things around and become a model City in the long run.

Dopudja:

If I could...and | appreciate your answer on the $30 million. |
would like to touch on what Jan touched on. If | am hearing
everyone correctly and | think Jan’s perception of where the
Commission is leaning. Focus on this chart in front of you and get
a feel of where you are at. | would like you to focus on this to get
a reading of what you think is realistic. Obviously, the financial
health of the City overall seems to be part of your decision. That
makes some of these columns less important. If you were going
to make a recommendation for one, is there a hybrid in terms of a
recommendation? Looking at the columns which ones do you
think are most likely and which ones we want to pursue that are
rate increases within the realm of something the Commission is
willing to recommend? It is not an either or...it is a possible other
outcome is to give your best and final if the market has changed
here; that is one component. | also think there are other
components in the concession if you feel...if you feel it is off the
table then it is off the table. If you feel the concession has some
things you would like changed, that is a possible
recommendation. It sounded like to you (speaking to
Commissioner Akingbemi) flexibility in the concession was an
issue...if | am reading you, you are still struggling?
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Commissioner
Akingbemi;

What | am looking at is the debt issued over time (DOT).

Dopudja:

The debt issued over time? Which is probably realistically
what...”?

Commissioner
Akingbemi:

Yes, the only concern | have over the low versus high, is we do
not know where the City will come in. That is the primary concemn
| have. | will even be willing to go with the high if that say in five
years; will put us in a position where we can become masters of
our own destiny as a City.

Dopudja:

Would you want us to revisit the concession to address some of
the concerns that you have is my direct question.

Commissioner
Akingbemi:

If we have time for that.

Dopudja:

Give me the bullet points that are of most concem. | obviously
heard you loud and clear on flexibility and staff input... what would
be some other things that they would have to...because see you
probably will be getting close to cost comparisons and it is just a
fundamental different approach to each.

Commissioner
Akingbemi:

| do not know how else to say it as loudly as | can. The aspect of
that local capacity that we currently are talking about that we
lack, how we develop it? We are talking of utilities. There is much
more to the City than just utilities, and | think what obtains in the
utilities area is probably across the board. Yes, you can deal with
this with a concession agreement, but how do you deal with the
other aspects of the City if we do not work on building or
developing that local capacity? | just feel that you have cities like
Rancho, Redlands and Fontana our next door neighbor.
Everybody is racing past us and | am saying whatever it is that is
holding us back or holding us down, maybe this could serve as
the conduit to deal with that, rather than say we are going to
transfer the responsibility to a concessionaire and now the City
Council doesn't have to take the heat for rate increases and
things of that sort. | do not know if that is what the City needs.

Dopudja:

What if the concession had contract terms that required cross
training of staff on a regular basis so that knowledge base builds
with the City into the concession. So even if staff changed it
would be done on a frequency that there is succession planning
abilities within the City?

Commissioner
Akingbemi:

Whose staff would it be?

Dopudja:

Their staff would have to cross train your staff on the asset
management and everything that is going in to those
improvements. So anything that they are doing that you would
like there to be cross training...Kent is that something that could
be accommodated?

Kent
Hodgkinson:

| think the investment in the community goes very deeply and if it
was a benefit to the City to have skills transfer through some
mechanism...it would be in our best interest.

Commissioner
Hayes:

Who would we have here to train because to have operators
sitting around twiddling their thumbs getting trained for 5, 10, 30
years...
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Stephen
Dopudja:

I am thinking more on the engineering basis, you will still need to
have some staff and planning. At the end of the term the City can
negotiate to have that very staff come back. The knowledge does
not have to just walk out the door. There are specific protocols
that go back, or having the City through the system go back. To
me and my personal concern, and knowing the City, is in the
engineering phase is that backing that would be created. If there
is any cross training of any public works staff, who are going to
be overseeing the planning process or overseeing some of the
construction and inspection, because the City still has the rights
and abilities to do that. To me, it is in the tools that the City does
not have right now that are the biggest gaps, and that is asset
management , SCADA and all of those things. Not only does it
not exist, the City has no staff to understand it, GIS. In my
opinion, in knowing the City, and working with them a number of
years, that would be my bigger concern of there being a void.
There could be some mechanisms that require cross training,
requiring public works staff on those very issues.

Commissicner
Akingbemi:

Could that be accomplished under the qualified management
scenario?

Dopudja:

It is your responsibility under qualified management. You cannot
ask them to train on a responsibility that the City never gives up:
it is always the City's responsibility under qualified management.

Commissioner
Akingbemi:

So, if we are contracting with, say, American Water for seven
years, for the sake of this conversation. You are saying under
qualified management we cannot say we have public works,
maybe two or three of the engineers, to work alongside American
Water and at least become familiarized with water and
wastewater, to the extent that at the end of seven years you will
be able to step in and take over from them.

Dopudja:

It would be no different than what you have right now under your
sewer with Veolia. That overall management and implementation
is what the City retains. Under a concession the concessionaire
in order to develop and deliver that program, is bringing in
specific managers who oversee that. There are actual project
managers that are not just operators that oversee the
implementation of that. That responsibility with the concession
lies with the concessionaire. Under qualified management that
staff does not exist; it is a City responsibility. | guess it could be
priced for qualified management to do that.

Hodgkinson:

It would seem very inefficient.

Dopudja:

You are basically having two people to do the role that the City
does not have. So you're basically hiring somebody under a
qualified management to train people.  Under qualified
management the City is saying we are qualified to do that.

Story:

Hey, Ahmad let me just ask you this, | just got back from another
meeting. Let's just cut to the chase, with existing staff that we
have now and what | am asking, or what | am telling you, what
you're going to need to do based on the budget. Based on what
we've been talking about, based on our existing staff, and what
I'm telling you you're going to need to do, what you're going to
have to do, what do you say?

Ansari;

Both on engineering and operationally?
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Story:

Yes, based on currently what we got, what I'm telling you you're
going to need to do based on the budget. What do you need to
tell the commission?

Ansari:

The capabilities are going to be diminishing. The in-house
capabilities are going to be diminishing every day to be able to
carry out the projects and the O&M for the water and wastewater
systems, the way it's going. It just seems to me that with the
concession when the risks are transferred to the private party, in
this particular climate, it would help the City to cope with the lack
of resources at this time.

Barton:

Is this admission, | guess, that we can’t do it? That we won't be
able to do it? | don't quite understand that if it's an enterprise
fund and under no concession, it says that were going to...
(inaudible) that's fully staffed. | guess what I'm hearing is that it
won't be fully staffed; it's not going to be so, we're backing
ourselves into a no alternative situation.

Story:

I just don’t want anyone to get, | mean, we're sitting here, what
we're having to deal with budget wise and Robb can attest to this
and Ahmad. They sat in the meetings to do this. |don't want to
give anyone the impression that some of this stuff is easily fixed
internally by us or even can be at this point. Honestly, after being
here 27 years and seeing what is going on at this point what
we're going to have to do. How we got to this point? We're
there. | have to make some decisions and Ahmad and Robb are
aware of what they're going to need to do, and this is the direct
result of it, and | don't consider it painting into a comer, | just
think that there is an option here that seriously needs to be
looked at. We'll help the City out to be able to do that. | just don't
want anyone to think that by having it in-house to be able to do
this anytime soon, if at all. We can get to where we need to get
so we don't violate certain things on monitoring and having the
people on staff with the correct licensing, know that this isn't
something that we can do at anytime soon if at all, in my opinion.
| mean, trust me, because we have been hashing around
budgets for weeks now and where I'm going to go and stuffs
going to be going on in the next few weeks that is the first wave
of things that | have to do. | just want to make sure that, that's
why | asked Ahmad the question and things like that. Because
he knows as the Public Works Director, | want to make sure he
was... It's not based on anything that, you know, with people
leaving and where we are at right now with the situation with
staffing and what we got to do regarding the water. There is no
one to... Ahmad's not to blame or anything. We're in a situation
right now where we got to come to a solution; we can't keep
kicking this can down the road. It's got to be done. And like |
said | just want you to understand that it's basically what Ayo is
asking and things like that, what we can do? | don't know
whether we can get there, what he's asking, what he's asking us
to be able to do regarding engineers and CIP’s and if it can be
done. | really don't. | don't know whether it can be done in-
house. | think my personal opinion, 'm going to rely on my
experts like Ahmad for things like that, | don't think it can be.
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Ansari:

One of the things | would like to add to what Mike said is under
good economic conditions, building staff and being able to take
time of a year, two years, three years, you know to get where we
want to be it might be conceivable. But at this point in time, we
only have, correct me if I'm wrong Nadeem, we only have four or
five effective engineers back there plus maybe a couple of admin
analyst and clerical maybe totally eight that's before any changes
that could happen and this number of small staff is putting out
approximately $20-$30M worth of non-water/wastewater CIP
very, very effectively. But to be able to take on the additional
responsibilities of somewhere in the neighborhood of $30 to $40
or even $50M worth of water/wastewater CIP’s, yes we can do it
but we need a lot of time to be able to staff up with the expertise
and resources. At this time, like Mike mentioned, | don't see it
happening any time soon.

Commissioner
Akingbemi:

Let me then ask a question of Mike, | guess Ahmad. Under the
qualified management scenario where there'll be the $30M
upfront payment, in terms of the qualified management contract, |
don’'t know five, seven, seven years, are we saying that even with
that the City would not be in a position to do what it needs to do
at the end of that qualified management agreement?

Story:

| don't think so because I'm not done. | don’t want to paint a real
dire picture of what's going on here, but I'm telling you, at some
point | may have to destroy the organization to save it. That's the
best way to describe it and I'm not done. Five to seven years in a
good economy might be true and Robb can attest to that. We're
not anywhere near any type of time that's going to help us out
anytime soon with what we are doing. I'm trying, | don’t think so,
in my opinion | don't think so.

Commissioner
Akingbemi:

The question is if that's the case what are we doing here?
Because if that's the case we shouldn't have wasted the last six
weeks, eight weeks even talking about this. Because that was
part of the initial question that | asked: “Is the City in the position,
first of all, to issue new debt?” | was told yes that the city was in
a position to be able to do that. Now I'm hearing maybe not even
in this lifetime. If that's the case, I'm saying, it's been a waste of
time.

Dopudja:

[ think, in all due respect to Mike, | understand what he is facing.
According to this graph in order to accomplish what you're saying
in balancing what Mike is dealing with, the answer is it's possible
as long as you are willing to pay for it. Because as long as you're
willing to hire staff to train new staff and to... (inaudible) these
rates, a budget to have that duplicate and you can find the staff,
you can do it. Butit's going to make this more expensive. You're
going to have to go to your residents to say, we're charging you
more now fo rebuild something in the hopes of tomorrow.
Because the reality is you are at a point where the knowledge
isn't here any more and you're going to have to have an operator
to come in here and to pay you for your learning curve. As long
as... The answer is yes as long as you're willing to write a check
and turn around to your residents and tell them you need to pay
for that. | think that the truth is somewhere in between. Are you
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willing to stand in front of people and say it's even more because
of that?

Commissioner
Akingbemi:

| would personally be willing to pay because what we currently
enjoy today was paid for by those who came before us. I'm sure
that if the City has been run this way since way back then it
wouldn't be around today. What do we need to do to rebuild the
City? 1 don't think the concession really, in my opinion, is the
answer.

Commissioner
Hayes:

| think one of the things is we have not seen is economic times
this bad since the crash of 29. | fully believe that this will go
down, not as a recession, but in history, this will be called a
depression of the early 21st Century. | remember reading a book,
| felt very, very guilty for the longest time over the fact that | have
not set aside the kind of money that my parents did and | make
so much more than they did, and | think maybe even
proportionately | make more than they did, you know, dollar to
dollar. | was reading this book on financial planning and the guy
was saying the difference is that costs were so much different
back then in my parent's time. They didn't pay as many taxes.
They didn't pay as many things. | don’t think we can compare
then and now. | don't live the kind of a life that's real high
fallutin’, | make my own clothing, for crying out loud. | can barely
pay my bills. That was not true for my parents even though my
father was earning $.11 cents an hour when he first got started.
He could pay his bills and even have money left over. | don't
think we can easily compare those times to these times. We are
in very hard times, my financial planner, just yesterday | said oh
things will get better around the time of the election they always
do. He said no, June, not this time because it isn’t just the United
States; this is Europe, perhaps the world. The times are very
different than any of us have seen. Jan, | don't know how old you
are but you were just a little tot, if you were around then.

Dabney:

I think one of the things that come up is what Mike and Ahmad
said and the feeling that you're wasting your time. One of the
first things that | said the first night that we had the first meeting
was that time was a crucial factor. That we were going to be
losing staff and we are going to put ourselves in a position that
we were going to have a hard time. One of the things that has
happened politically, and | can say this where most other people
can't. We had a council that was denying the fact that the City
was going bankrupt. We had a City Administrator who left who
yelled at the Council, “We're going in the toilet” His people,
Mike, Ahmad, Robb, all his people were telling Henry that if he
relayed that to the Council. When this water issue came up and
the $30M came up, it became apparent to two members of
Council that a serious decision had to be made in how we move
forward. As a result of those considerations in June and
happened in July, this man is now the City Manager because he
has the balls to stand up and tell the Council we are going in the
crapper and someone has to do something about it. I've listened
to Deborah Robertson who denied that there was any fiscal
irresponsibility. I've heard Joe Baca say I've gone to the same
way, | don't give a shit. We've kind of built this nasty bed by
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ourselves by allowing this to happen. | think for the first time in
many years, and I've known them all, I've known every god damn
Assistant Manager that we've had here and one of the things
that's happened is we finally got a guy that's a hometown guy,
lived here all his life or most of his life and on the City staff most
of his life and understands what budget constraints really are and
is at the end of his career so he can retire. He’s saying I'll take
this nasty job because | live here. | think that's really important
and this has all happened since we started this process.

Commissioner
Chitwood:

Those are true and valid statements. A couple of years ago we
were told we don't have the engineering staff to do a certain job
but there is this wazoo company out there called Chevron Energy
that could lead us to that yellow brick road. Well we all know
what happened there. | think the concession is going to be
another boondoggle. | think that the City can do it themselves
with proper guidance, if we ever get that with our elected people,
to have an avenue where we can have these periodic rate
reviews, rate increases. Not a 75% rate increase right off the bat
and make it applicable to both water and wastewater. Not just
one or the other. Because, like | said the other day not everyone
uses Rialto water, everyone uses the Rialto sewer. | just have
strong feelings about the concession. [ think it's going to be
another Chevron boondoggle.

Commissioner
Hayes:

| think the difference between Chevron and the proposed
concession is we didn’'t write the contract. Bill Hunt wrote the
Chevron contract and I've looked at it and | think it's a piece of
crap with what | have learned over the years. | wouldn't have
known that back when we did that. The difference is this contract
is this thick (indicates 4 inches). |think it covers how much toilet
paper they can use when they wipe themselves, for crying out
loud. I think had the Chevron contract been written properly we
wouldn'’t be in the situation we are in. I'm watching the combined
efforts of Veolia and SAIC and Prime Systems and a couple of
other people go down there. This project is going to work. It still
has some snaggles, we are able to do it with the help of Dave
and Momo and Mark and all the other people who are down
there. It could have worked under Chevron had we had the gun
in the contract to say you will do it or else, it's not in the contract.

Dopudja:

Keep in mind with Chevron we were not even brought on board
to review the Phase | design. We were brought on contract to
review the Phase I, which was the treatment plant expansion.
You had no consultant looking at that Phase | design.

Commissioner
Chitwood:

Well someone had an input | feel certain.

Commissioner
Hayes:

Bill Hunt,

Commissioner
Akingbemi:

I think part of the struggle that some of us have is the fact that,
it's like every project we get this rosy picture in it. When the
Chevron project was first proposed, before it was broken down
into two phases. The housing that was coming over at Lytle
Creek, the development that was coming over at the airport, all of
these things were thrown into the scenario and the decision was
made to split the project into two phases otherwise it would be a
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whole different story today. The issue | still have with this 30
year concession apart from what Mike knows, he is one of the
very people that | have the utmost respect for and I'm listening to
Ahmad, both of them telling us the City can’tdo it. It's not making
me feel comfortable that the City can't do it and I'm saying what
are we doing here. If we think we can’'tdo it, | don’t know what,
granted Mike, as far as turning things around. If you have the
$30 million upfront payment, hopefully that part of our contract
payment from the utilities to the general fund and you have
qualified management for a period of time, you're still not sure
that we are going to be able to do this and 'm saying what
happens at the end of 30 years? What plans do we have in place
that this stuff is ever going to be transitioned back to the City?

I'm saying the chances are zich.

Dopudja:

That's not correct. Your contract, | mean | think we are very
proud of that contract. I'll speak for our firm. In looking at it, this
isn't our first rodeo. This isn't our first concession agreement.
This isn't our first privatization. Some of our staff have worked on
the concessionaires’ side of the table and are familiar with those
ideas. There's projects that we've done, concession agreements
that we serve as an advisor that are still going on, no issues. |

don’t want to diminish your sensitivity because | know where it's

coming from on the Chevron contract and some of those other
ones.

Commissioner
Akingbem:i:

| want you to hear me. I'm not saying the concessionaire is not
going to perform, what | am saying is at the end of 30 years we
are going to replace this concession agreement with another
concession agreement because we don't have the staff, at least
we don't have the staff then to run the utilities. What will then be
the motivation to want to transfer back to the City at the end of 30
years if you don’t have the staff to run the operation?

Scott Beard:

If I might interject, if you're happy with what they are doing why
would you transition it back again?

Commissioner
Akingbemi:

And what happens when and if they choose not to renew?

Beard:

Then you transition it back.

Commissioner
Akingbemi:

But at what cost.

Beard:

You know those people that are working for them got to have a
job somewhere just like our people got to have a job somewhere
that are going to them. The reality is that | too have been in this
community a long time. | have a lot of money at stake at what
happening with the financial condition with the City. I'm very
frustrated, as all of you are, with the City's leadership. The
problem is we got the same thing going on right here. What are
they going to do? You are they, you guys right here are they.
There's no vision, there’s no guts, there’s no glory. The rubber is
meeting the road today, and we have no one taking the lead. No
one is willing to take the bull by the horns as you've all said.
You're pointing at them. When you talk to them, they point at
they, they're they.

Commissioner
Akingbemi:

We are looking for a roadmap out of this and my roadmap may
be different from yours. | think | miss quoted the point earlier that
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| believe very much in the development of what we are passing.
That the City should be able to make that effort to develop the
local capacity that it needs to run its operation in the long term
which is why I'm leaning in the direction of the qualified
management. That at least will buy the City some time to be able
to do what it needs to do. Put its house in order so that at the
end of that qualified management agreement it should be able to
stand and run its own operation. I'm not shying away from
anything. The rate increase is still going to be the same as under
the concession. The difference between the concession and my
position is that development of the capacity on the part of the
City.

Gonzales:

We’ve gone around and around on the Chevron contract and this
other contract was all blown out of hell. What | wanted to say is |
agree with Mike who says, it may be we don't have the capacity
but we can't blame them. | don't’ know how we're going to do
that or if we can. It seems to me that all we've talked about since
P've been in here, we've talked about the concession and some of
you are in favor of that. | can understand. Others are not. | am
not particularly in favor of the concession but we talked a lot
about... Steve, you said, what can | get from you tonight that will
help me develop a plan or some type of recommendation that
you can take to the City Council. | heard it from you and | know
that a lot of you said the same thing. We need some sort of a
plan even if it's called a short term master plan to say this is what
needs to be done. We talked about it the last time. We talked
about prioritizing things. Saying to the consumers, hey this is
what needs to be done. This is the worst thing that we need to
do right now. We need to take care of this right now, this is how
much it's going to cost. People are not opposed, | don’t think and
maybe I'm putting my head under the sand but people are
realistic enough to know that hey, rates are going to go up.
Rates need to go up simply to keep the facilities, the services that
we have going right now, they need to be kept going otherwise
we will be in worst trouble than we really even imagine. And
rather than continuing to go round and round and round about the
same thing, I'd like to see us move in a direction of what can we
ask Steve to do to say okay, for the next meeting, even if you
vote tonight or if you don’t. What can we do for the next meeting
to say this is where we begin to finalize this thing to take it to the
Council? Otherwise we're going to blame the Council, they are
going to blame us, everybody’'s going to pass the buck and no
decisions are going to be made. | think we're at that point right
now as where somebody said the rubber meet the road here.
We need to make decisions and say we'll stand by these
decisions. We need to make sure that these decisions are the
best options. Then we can present them to Council and say okay
you need to vote on this. Then if they don't vote on it okay this is
your decision. You were presented with the best option that we
came up with and this is it. Again, | don’t necessarily agree with
the concession agreement but if the qualified management
approach is a little bit better, | think it can work but we're going to
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need to put a lot of overtime or extra time into this to make it
work.

Commissioner
Hayes:

| think that the idea of rates is there's only the question of which
rate. | think there is no argument what-so-ever with anybody
here, and | think that goes for Council too, although | hesitate to
speak for the Council. | think everybody knows not all of the
citizens. | disagree with you that all the citizens are that wise.
You know some people are looking at their own pocket book and
saying...

Gonzales:

Their necessity.

Commissioner
Hayes:

Yeah. But I think in general the people who understand the
issues or somewhat understand the issues; | don't think rates are
an issue here. |think we all agree the rates have to go up. |see
the bigger issue as how do we meet the needs? What I'm
hearing is concern about the 30 year concession. The 30 years.
Kent, what's the shortest period of time you would do a
concession under?

Hodgkinson:

June as much as | would want to answer that correctly, | honestly
cannot because a fundamental aspect of the concession is the
financial structure that allows investment of the $40M of capital
projects allows an upfront payment. Those things as with the
mortgage are amortized over a period of time. If you shorten that
period of time as with taking a 30 year mortgage to a 15 year
mortgage, your return payments/mortgage payments go up.
That's not really within our control. | think what the message |
would offer is, as Stephen is trying to do, identify those critical
issues that you would like to sit at the table with the City
Management and we have repeatedly stated that we would be
willing to sit and address those issues to the best of our abilities.
We've assembled an extremely talented group of people to
interchange with SAIC and with Fulbright & Jaworski and those
same people are ready and willing to sit down and try and find
the right mixture of benefits and changes that will get the city
where they can do that.

Commissioner
Hayes:

My next question. | know you; again, | have a shorter memory
span than you do. What can we provide within the contract to
assure that if we were to go with the concession that there is, like
| never have the proper terms but I'm going to call it succession
planning that we can, and it looks like we'll go with 30 year
concession, that lets say in 25 years we start transferring. You
know we would be idiots if we sat around here for 29 and % years
and then said, oh yeah we don’t want you anymore. So you're
done in three months and oh | guess we have to hire staff. |see
us making that decision about year 25 if in a 30 year thing. What
can we put in the contract to help people with the idea that if the
then council and the then commission wants to bring things back
in the City and the things are right for it to come back in the City
that we don’t have to worry about the concerns | hear being
expressed?

Dopudja:

| think we can explore that, | mean whether it's, | mean we can
put our heads together. Maybe it's defining if the succession staff
member that comes on board at a specific period of time and
starts helping transition that back to the City.
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Commissioner
Hayes:

I again, | don't want to make decisions for the Commission and
the Council that exists, except for him (referring to Sam), we'll all
be dead. He'll (referring to Ayo) be back in Africa. Kim and I will
be up in heaven going, oh no, what are they doing in Rialto.

Commissioner
Chitwood:

At the end of 30 years I'll be 103 years old.

Commissioner
Hayes:

I don’t want to dictate to them that they will do, this but that then
should the powers that be wish to take it back within the City see
that is the wise thing, that there is some kind of planning in there.

Hodgkinson:

Help me if | may, | was just going to make a comment on
something that's very, very important to both the public sector,
operators, water and wastewater systems and the private sector
is a real dearth of trained people that will take over irrespective of
who's in control from the people of my age today who are
managing systems. There is no one behind us and there are
huge numbers of people who are going to retire within the next
ten years.

Commissioner
Hayes:

Yeah, he was telling us about that.

Hodgkinson:

What we have done in Monterey, for instance, what | would be
willing to discuss is establishment of programs that would train
high school graduates in water and wastewater certified
programs. Those may already exist in community colleges here
or maybe they don’t. But to stimuiate that kind of investment in
the community in the children of Rialto serves both of our
interests because we need those people as well and to provide
for succession of people in a fransition such as you're
suggesting, | think it's a worthwhile effort. We would be, | think
open to discussion at those kinds of things.

Dopudja:

If | can summarize some of what's been said. | also want to talk
through some of the emotional parts of it because | think that's
very, very real. | don’t think we wasted six weeks because | think
that six weeks got us to this table. The importance of this table
cannot be stressed enough because this gets you fo...It's refining
that bowl of jello to where you push here you begin to see exactly
what the correlations are. In hearing what Mike said very directly
and what I'm hearing Commissioner Akingbemi say, | compare it
to any relationship, cause at the end of the day, we're all human
beings. It's often like seeing someone who's in a relationship
that's not working and they're often the last ones who are able to
admit it's lost. You have to admit we haven't succeeded and it's
a very, very difficult thing to do. 1 think if we were to look at
whether it's qualified management or concession and change
some of the focus to the concessionaire isn't going to come to
solve problems. They're coming in to resoive a problem and to
help you get back on your feet. Whether that's qualified
management or a long term concession, | do have some
concerns with a short term concession because | really do think
we're starting to push on that bowl of jello where this is going to
pop up. | understand you're willing to pay for it, but | think what
we're going to have to be able to tell the public and the Council is
going to have to say is, cause if | heard you correctly, you're
willing to stick with the high rate, which is the $111. What we are
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going to be telling people is if under the concessions they were
able to get into this range here of $109, well we're going to pay a
little bit more to get us where we want to be. But the average
resident is going to look at this and say, well wait a minute, in no
concession here is the $104 to $106. That's $109, | have all the
risk here. We have to be able to have a strong story to tell
people that it's worth it, including the risk that the City keeps
under qualified management. They are going to keep the risks
and you're going to have to pay someone to train you at that
large curve, which means this likely will go up even a little bit
higher. 1 just want you to understand, while | completely accept
whatever the position is, that's the narrative. That's what we
want to take back as a recommendation, | think that needs to be
universal, whether it's helping fix the City’s problem here or here.
That has to be a focus of whatever contract is there. There
needs to be more language in the contract so it's giving it back to
the City. | don't know what that language is but I'm confident that
language could be inputted into any contract to help transition
back to the City. Transition staff and training staff. | think we're
going to have to come up with a reason because the average
citizen, who may not have the emotional investment in what we
can fix this, what we can do this ourselves is going look at this
from a business perspective and go, $106, $112 plus training.
$109 and | don't have the risk? If it comes down to a business
we just need to help them understand that. | don't know what the
answer is but | do think that's going to be a bit of a haul. We can
do it if the residents feel as passionate as you do about training it
back, the mobile control and that's what matters, then 1 think we
cando it. Ifit comes down to dollars, | think we'll struggle.

Hunt:

| just want to make a comment about going back to local control
and the feeling that it was impossible to ever get back if we went
with the concession. One thing to remember here is it was very
important from the City's stand point that the existing employees
of the water and wastewater be, basically, guaranteed jobs if
there was a concession agreement, and remember that American
Water was also happy to have those people because they didn't
have people in place in Rialto. They have supervisors and
people that they can bring in, but they also wanted people who
lived here and who already had experience with the systems. If
you get to a point down the road where you want to eliminate a
concession agreement or a qualified management agreement,
whichever way you would go, in all likelihood many of those
people who are working for the operator, who live here, would
want to stay here, and to the extent, that you would want to hire
those people, unless they were all going to be moved to another
location, or unless American Water had other operations in the
immediate vicinity. That may be your source of employees to be
able to make that transition if you made the decision down the
road you wanted to do that.

Dopudja:

That can be written into the contract where it’s stronger, that you
get that opportunity to do it because under that scenario where
they come back to you, the reality is you've paid less to have
them train them to come back to you. If it's a shorter term, you're
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going to have to bring people on board to have that overiap.
That's where the term begins; the length of the term begins to
really be an issue from what you're willing to pay versus a long
term gain with a little longer period.

Story:

Let me clarify what | said earlier, sometimes | get a little bit fired
up... (inaudible) in my position on concession and what it is. It
doesn't, after working here all these years and everything and
working with the employees here like that, it doesn't, it takes a lot
for me to be able to say that we can’t do something. Don't think
that | don’t want our employees to do something or they can’t do
it. I'm just saying based on the hours and the sleepless nights
I've gone through looking at all this, it doesn't make me feel very
safe to say that we can't, or that | don't think that they can do it?
I'm saying that because the reality that I've come to and now
honestly | don’t think that we can. I'm not saying that because
there's no vested interest or anything with concession
agreements. If | thought we could do it | would say, Ayo knows
this and Dennis knows this, | would say that we could but we
can't. Here’s the other thing, Steve was saying about the dollar
amount based on someone who pays it, who lives here, there's
going to come a point in a year and a half where we're going to
have to go back for the “U” tax. | don't know what that dollar
amount is that someone’s is willing to pay for water vs. not willing
to pay their utility tax whether it's $12.5 million. I'm looking at this
picture here and I'm looking at an even bigger one of what | got
to look at. Those are important numbers. Those are important
decisions that we have to make in the future that it really rest on
what the decisions we’re all going to make today.

Ansari:

Madame Chair if | may also build on what Mike mentioned and
also make a comment on the comparison that was made
between Chevron and this deal and the fear that what if we're
going down the same road that we went with Chevron and
Commissioner Chitwood’s concern earlier. In my opinion, |
wasn't here when Chevron pounded on our door, and wanted a
deal with the City. Aside from the inefficient contract terms,
whoever wrote it back at that time, Chevron was the one that
came and pounded on our door if 'm not mistaken. In this
particular case we are soliciting interested companies to run our
Water Department.  That's a very fundamental difference
between that and this. Not only that but also Chevron project
was supposed to have a relatively short period of time, a
beginning and an end. It was supposed to be a CIP project. In
my mind it wasn't going to be any different than say, building a
fire station. The thing that was unique with the Chevron project
was that it was a learning process for everybody. How many
wastewater treatment plants do you see that they used fuel cells
and those kinds of technology? Maybe 1 in 100. | heard that
Rialto was one of the very few even in the nation to be doing that.
American Water or similar companies are running water agencies
for many, many municipalites and companies and cities
throughout this. So this is more of a routine operation. It's not a
learning process, neither for the City or for the operator to find out
okay is the fuel cell going to work at the end of the month or not.
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It's not a new technology that we are all frying to learn from. It's
a very distinct difference, and | don't think in the minds of the
Commission there should be any fear or any concern comparison
between Chevron and this particular one. What | also wanted to
touch on what Commissioner Akingbemi mentioned was what are
we doing here if we can’t do it. One thing as the Public Works
Director | need to mention is that this City has many, many other
services that it provides to the community. The utility,
water/wastewater, is only a fraction of what a city business is all
about, as opposed to a West Valley or a complete, 100% water
agency. We are here, our strength is in non-water/wastewater
CIP providing those kinds of services. We are building fire
stations very, very effectively. We are building roads, bridges,
buildings, facilities, all of those things with a very, very small
number of staff in our Engineering and in our Maintenance and
Operation. But to take on additional responsibilities in the water
and wastewater, given the current condition, Mike is absolutely
right that it is going to be not only time consuming but near
impossible at this time of the bad economy. Just my two cents.

Story:

So | guess without just, you can provide the direction or what you
may think. In my opinion, as the City Administrator, just sitting
here, the two things that are on the table, in my opinion, are the
concession agreement and the qualified management. The non-
concession of us doing it is not an option in my opinion. So there
still is two, if you want to go down and look at that. Here's the
other piece, after the vote that was taken in July, we haven't had
any, except the meeting in here, any discussions with American
Water with that. | think the council advocated or gave the
responsibility to you and maybe the direction you need to give is
for us to go back and sit down with American Water and start
talking to them about what could be done because right now
they're coming and listening and they listen, they're not talking
and there isn't any discussion going on. | think one of the pieces
is for us to go back and sit down and talk about what that may
look like and then look at the other two options, if you still want to
have the three out there. | just don't see the three and trust me, if
the third one was possible I'd be the first one telling you that it
was possible to be able to do it. | think that's the way, in my
opinion.

Commissioner
Akingbemi:

I don't think you'll have any argument from here, the Commission
at least from my perspective that no concession is really an
option for us at this point. But | guess what I'm still struggling
with is the perpetual nature of this concession. But maybe Steve,
if we can move away from the two scenarios and focus on the
incentives in terms of, if we want to recommend rate increases,
which of these options on the board should we focus on.

Dopudja:

And that's where | would like to get you to say which ones are
reasonable and that's something that we could take back and
have the framework for negotiations and either tightening up
concessions or exploring qualified management cause then we
could put a stake in the ground. Now we said multiple times
qualified management hasn't been negotiated and these are
estimated numbers so it would go back fo what is a range that
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looks acceptable. The other thing is are these large rate
increases, yes but if you were to take these and spread them
over the period time of which they are going to occur and when
they should have occurred, these really aren’t out of line with
where we need to be had you done what you should have done.
Now you don’t want to visit the past but I think it's important to
understand, yes these are big numbers but you kind of been
skating scot free for a while with not having rate increases.
There is a certain value in that as well. But looking at these,
we're looking at the QMC we had as needed and as needed
here. Theoretically you look at all the financing but there’s
advantage to you doing it as needed. We're looking at the high
which is $115 versus $105. Do you want to have that flexibility in
there and try fo get into this range here for a QMC rate increase?

Commissioner
Akingbemi:

And that's the reason I'm looking at that QMC high. Given
everything we've heard, at least to date, the low number, the low
interest rate, may not be realistic and so to that | think I'm saying
rather than working on an unrealistic estimate, let's be more
conservative and work that way.

Dopudja:

Okay.

Commissioner
Hayes:

Why are we going away from, even if we go with QMC, why are
we going away from all up front? Although think that rates could
go down. | mean interest rates could still go down. | don’t know
how much more they could go down; they're pretty low right now.
I think the chances are greater that within time interest rates are
going to go up. If we could get funding to do the majority of the
capital improvement now, maybe not all of it, but instead of an as
needed but we get some funding, put that money aside, earn
interest on it at the puny little interest rates that are out there.
Why are we not looking at that?

Griffith:

I can answer that question. It goes back to the topic of debt
service coverage. Remember when RUA owed us money for
$100 of debt you had to collect $160. For every $100 available
for debt you have to collect more than that. If you borrow all of
your money up front now, then you have a large chunk of money
that you are borrowing and you have to collect more on top of it
and over the next five years it's not being expended on which
you've already paid for all your capital improvements. To borrow
less up front, you're collecting more to meet your coverage
requirements and you can spend that on your capital
improvements as you need it. That's why this number in these
columns is less than this one.

Commissioner
Hayes:

Okay so we're scratching those two all up front numbers, those
two columns. Are we in agreement to that?

Dopudja:

| mean they were theoretical. Most of these don't finances like...
(inaudible) said you're going to generate reserves that you can't
spend on projects. If you want to generate reserves, you can do
it?

Commissioner
Hayes:

While I'm just thinking, you know I'm frying to look at all
possibilities here.  Why couldn't we, even with qualified
management do a lot of our CIP up front and still no matter who
operates it, it provides a better service. Like you said even if we
go with qualified management if we don’t have good SCADA, our
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operators are going to have to have more people. It's going to
cost us more money.

Grifith:  This doesn’t change the capital improvement schedule that was
in the RFP, the concession RFP. Capital improvement would stil
be done over the first five years. Just, you don't need to borrow
money in day one to pay for something you're going to spend in
year three because this includes certain coverage ratios, June,
that would perpetuate it and it would build reserves and if that's
something that you want and you would need up front in building
those reserves and coverage ratios. You have a choice; you
could choose to do that. You could put that in there because in
looking at all of these rate impacts they're all kind of scary. So
we gave you choices that made them slightly less scary.

Commissioner | would just like if we could eliminate some of the columns, if

Hayes:  we're in agreement.

Ansari.  Under the qualified management, would the City be raising the
$30million?

Dopudja: ~ Yes, you would be borrowing.

Commissioner  In addition to the CIP money?

Hayes

Dopudja:  Absolutely

Ansari:  So there’s really no money involved in the qualified management

Dopudja:  They are not providing financing.

Commissioner ~ We're paying them, they are not paying us.

Hayes:

Dopudja:  Yes.

Dabney:  So what happens if you can't raise the money in your three...
(inaudible).

Dopudja:  Or the interest rates in year thirty pop up and now all of a sudden.
That, now, is one of the risks we have clearly set. Maybe they
didn't pop out in the presentation but those are announced. The
interest rates are the cheapest they've been ever.

Dabney:  You're not transferring the risk, your gaining the risk but the
qualified management offer you're in a tenuous position and you
can't perform on the CIPs that you were anticipating that would
be done per this qualified management contract how do you...

Dopudja:  Or it will cost you more if you have to pay the higher interest.

Griffith:  You pay for that certainty in the service fee you negotiate with.

Dabney:  That's kind of where Veolia's stuck in right?

Dopudja:  And that's why P'm saying, we're getting to the point on this bowl
of jello where it's pretty refined and you both here popping up
over there. You see the numbers, we're gefting very close. It's
just, do you want a little more reserves or would you rather pay
as you need it and have slightly lower rates.

Steel:  We could use some of the reserves for pay as you go then that
way you don't have to use... (inaudible) and be subject to
annual... (inaudible).

Grifith:  That's absolutely correct if you borrow all your money up front for
something spent on...(inaudible).You're are not financing the
entire...(inaudible).

Dopudja:  So is that security worth that extra amount of money. That's a

policy decision or a recommendation on the City.
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Commissioner
Syed:

| think we're just going in circles, round and round. It's a vicious
circle is all we're doing. We're just talking about the same thing
over and over and | think what we need to do is just make the call
and just go ahead and...

Commissioner
Hayes:

What | don’t want to do is to look like Council. | don’t want a two
to two vote. Are we in agreement that it would be nice not to
have a two, two vote? That it would be nice to send some

direction to Council?

Commissioner
Akingbemi:

Again all of this is contingent on the ability to City's ability to issue
debt, unless they cannot issue debt.

Hodgkinson:

| recommend as | understand you, and | just wanted to state that
your comment commissioner is very important. There is a
financing structure and package ready to go right now that is
certain. There is no question that we can perform on this. Our
position to the uncertainty of being able to get in a ready
condition to go to markets it will take time it doesn’t just happen
tomorrow.

Ansari:

If it does.

Hodgkinson:

If that is the policy direction, it took 12 months, 19 months in the
process and 12 months in negotiations. If you only took half of
that time, which would be extremely quick, you wouldn't be going
to markets until next year. That's a long time to have things
uncertain. One thing | can tell you is that the commitments to get
projects done, with financing in place and the mobilization to
address the concerns of the City. All of that is staged and ready
to go and could be done in 90 days.

Dopudja:

I think we’re avoiding two, two. If I'm still hearing, unless we're
convinced otherwise. Qualified management is still one to be
considered, by | know one,

Commissioner
Hayes:

No we're not one.

Dopudja:

Well | think we can say that you understand that no concession
isn't realistic. Isn't that what | heard you say?

Commissioner
Hayes:

Well are you there then.

Commissioner
Chitwood:

Mike says it's unrealistic but | tend to disagree. 1 just don’t want
the concession.

Dopudja:

| understand that, | mean there’s no concession, if | heard you
correctly, no concession wasn’'t where you were at it was when it
was qualified for 30 or 0 up front payment, $30M upfront
payment. Maybe | misinterpreted what you were saying.

Commissioner
Chitwood:

No you probably interpreted it right, | don't like the terms but if the
City of Rialto could have the leadership to put these programs
into place and follow through. [ just think we can do it without
help from their $30M. | still believe it's not about saving to say
that we will regain, we’'ll maintain control.

Dopudja:

I only meant it, | don't mean that coldly, | meant it in a very
specific subject manner that he was talking about. There are
some things that could... (inaudible) in the financing. We don't
have control. | don't want to make it seem like | applied that
globally to the economy.

Commissioner

Well in a previous slide you made the...what magnitude of rate
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Chitwood:

increase over the five years are you running this report? We
without knowing the infrastructure and as lay people here are not
working for the City; | don't think we could answer that question.

Commissioner
Hayes:

But we are in charge to answering that question that's why we
are on the Commission.

Commissioner
Chitwood:

We don't have the facts?

Dopudja:

In terms of the facts, | think capital; you've heard the capital
program and what's been accomplished.

Commissioner
Chitwood:

Well any rate increase, | don't see how we can answer that
realistically without knowing the facts.

Dopudja:

You were kind of cutting through the issue you were saying and
correct me, feel free to bring me in alignment. It sounds like you
guys all are looking at medium range of the high range of as
needed financing QMC in a low range all up front QMC, which is
basically $111 and $113 in what the security would financing and
all up front risk vs. the benefits of financing it over time vs. drilling
down on what the real range mark is going to bear on the
concession. You guys might be at a point where you'd be
unanimous at considering the concession agreement. | mean a
qualified management as a component of this. | just want to walk
away with some sort of framework.

Commissioner
Akingbemi:

Before we go there, it's rough... (inaudible). Are we as the City
or as RUA in the position to issue debt?

Steel:

| would say as the City probably not, given the current financial
condition. RUA, assuming you adopt these rate increases and
maybe Don you can help me out here, the City does have some
influence, | assume, with the rate. That discussion came up
earlier. I'm guessing that we have a financial statement and
condition on RUA that was healthy that there would be an
opportunity to issue debt in the marketplace. We may not get the
rates we were hoping for because of the City's coattails but it's
possible.

Don Hunt:

| think that's right. The actual rates might not be the lowest
available in the market for the coverage that we put in place, but
you should be able to do a financing because they are stand
alone enterprises or the revenues are legally pledged to repay
them off.

Steel:

Water and wastewater are bread and butter necessities, so
generally speaking, that's a pretty easy issue to meet the criteria
of what the markets require.

Commissioner
Syed:

What would be an educated guess just for the interest rate? Do
you have something?

Steel:

It goes from day to day.

Dopudja:

We've asked that specific question from a financial advisor.

Griffith:

In the instance where the City is in good financial shape, if you
adopt rates to meet your coverage requirements and have a
sufficient amount of cash on hand, right now your tax exempt rate
would be about six percent (6%). Today's market right now is
actually lower than that. Given that the City is not in good
financial shape that may have had that rate, we are not in the
position to say how much, that is why we put the sensitivity up
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there of seven and one half percent. (7.5%). That was discussed
with your financial advisor.

Commissioner
Akingbemi:

The other question | have is it has to do with the issue of a
contingency plan. Number one, do we need to go back as part of
the public education process to conduct some other public
workshops? Now, if in the final analysis we ended up where we
were before, then what next?

Dopudja:

What do you mean by where you were before?

Commissioner
Akingbem:i:

It went to Council and it was a two, two tie, let's say next time it
goes two, two or two, three what is next? It is just the reality of
the situation.

Dopudja:

The answer is, | don’t know...I mean we would have to evaluate.
One option is to ask a different question of your Council. For
example, we have been talking through every one of these
scenarios which starts with a big rate increase. So, you have an
option of suggesting to your Council and say regardless of what
we do we need to raise these rates. You have the option of
making that type of a recommendation.

Commissioner
Chitwood:;

But we have..we have done that in the past, and it is just
overlooked because they are the ultimate deciding body.

Dopudja:

| think there are two issues; there are two advantages you have
now. The cat is out of the bag, everyone knows there’s a problem
and everyone knows rates have to be increased. | mean you saw
the turnout at the workshops and the Council here. | think part of
the struggle that | heard the Council had is this process, in some
of their minds, hadn’t occurred. This, they didn’t feel comfortable
with had occurred. | think the second component is the focus of
the other three workshops was on the merits of a concession,
and this was absent from that discussion. | think if we have the
recommendations that Commissioner Akingbemi was saying, I'd
rather pay more and be able to bring it back. If we have that
dialogue with the community and the community that at least
begins to understand and call us about something needing to be
done, and telling the Council that they have an expectation of
something being done, | think the reluctance of how a community
is going to react will be different. | believe when you present the
community with, here are the facts, here are the pluses and here
are the minuses. | think people might agree to disagree on the
final decision. | think there will be a fundamental understanding of
what has to be done. And at the end of the day you are going to
get to a point where you will be getting a rate increase for here,
or here or here, and you are going to solve the problem. | think
which ever direction the Council ultimately goes to decide
moving, you'll have two or three possible alternatives. | can't
answer what would happen if they rejected all three.

Commissioner
Akingbemi:

In terms of perhaps the proposed rate increases, given the fact
that we have been on an eight or nine year rate increase
vacation, | wouldn't have any problems at least recommending
that we start with at least 25 percent rate increase. Then we can
go from there and maintain it for a couple of years, or we can add
the 25/20 and whatever else floats down below. But, at least all of
our rate increases be tied into whatever our rate requirements
are. 5o, for instance we have 4.3 there (referencing handout) and
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what we take into account regarding some of the things we have
talked about such as rate stabilization, increase in operating
reserves and things of that sort which I think should be necessary
to run an effective operation. The culture needs to change
definitely.

Hayes:

I would like to suggest that we postpone voting because | think
voting tonight is going to get us nowhere. | would like to propose
that you give us more information on qualified management
negotiations, how long it would take, what the impacts would be
on rates given that length of time based on what Kim has said,
the impact on our current condition, and who is going to do Pete’s
job during that length of time because Pete’s job needs to be
done in order to keep us compliant. We've got Veolia keeping us
compliant in terms of wastewater; we've got Stefan and
Stephanee keeping us compliant in terms of general O&M. We
need Pete’s job those meetings and those reports and whatever
the heck.

Ansari;

Madame Chair if | may, if you recall from last Special Utilities
Commission | promised the Commission that we would have
some recommendations along the lines of the interim, and | have
had some discussions with Mike Story, the City Administrator,
and the Council sub-committee in this regard. Some of the
options have been looked at and the direction that | have is to
explore some sort of interim plan with SAIC. SAIC will be putting
a team together to give us a proposal, again this is only interim
maybe for a few months maybe even shorter. That may include
Pete Fox personally because of the knowledge that he has of the
organization. That is also the short term list...nothing final but it is
in the works.

Commissioner
Hayes:

Okay, so Pete’'s job we are working on great..okay sure.
Reactions to those proposals?

Commissioner
Akingbemi:

For me | find that to be useful and | have heard Mike loud and
clear. | have put a lot of weight on what he has to say because he
is on the frontline of what is going on and has been here a very
long time. But, what | am missing is...I know it is a silly plan and
perhaps it doesn't need to be reviewed through the Commission,
but the things you are suggesting to be done right now, and |
don’t know the size of the CIP and the public works department
absent of the utilities, | don't know what else you have working on
per say. To at least maybe put my mind at rest and if you want
me to have a private session with you, | will sit down to at least
get an understanding why this City feels that if we were to go
qualified management in seven or 10 years we will not get there.
| am saying if that is the case then there is no point in wasting
time. If that is what is going on then maybe the situation is much
dire than we were made to believe and the concession becomes
the only game in town.

Dabney:

| am wondering if because we only have four members here and
it is really a five member Commission that this doesn't serve
some service to have everyone meet and get with Barbara and
get a sense of where she’s at and maybe that will resolve some
of the issues.
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Commissioner
Hayes:

I would like a vote whether it goes the way | want it, or the way
someone else wants it. | would like a positive vote. | don’t want to

be the City Council.

Dopudja:

I don't think you are far from that, if | am hearing you correctly
you can look at a couple of these options and explore because
we are ftalking to the same people, so that what the
recommendation is to explore these. These are acceptable
ranges if you are talking to them, explore the concession, | think
dealing with the qualified management will answer most of your
question and serve some of Kim’s for that stop gap approach. |
think what you are voting on is a recommendation to look at
those two options. | think that is kind of what you are alluding to.

Commissioner
Hayes:

Right, | don't want us to make a final vote tonight. | think we want
to give more direction to come back to us again. Am [ in...?

Commissioner
Akingbemi:

[ think we should talk among ourselves and if Mike has
something to maybe add to the conversation we could meet with
him as the City Administrator.

Commissioner
Hayes:

Well, we have to be careful of the Brown Act.

Story:

If it has to be in a forum like this | am perfectly fine with that, and
mostly | want to go back. What information we have shared in the
past months and all the time during the long negotiations, | want
to make sure you understand what Ahmad and Robb have been
saying. If you want to say dire or we were in a tough spot was
then. Whether you were told that or not | wasn't involved, | wasn't
here, but that hasn't changed. If that information hasn't been
shared, the street we were in with utilities and stuff, | apologize
for that. I mean Pete left; Dave left all these other people that has
been some time. It hasn't gotten any better and that has not been
communicated how we were dealing with what was going on
there, it hasn't gotten any better. That was, to be clear
everybody, it wasn't rosy at the beginning that we thought, so
some of that information should have been shared before about
what we thought regarding the non concession position as Kim
was saying. In my opinion it should have been, if it wasn't, it was
in a bad spot, so | wanted to make sure that we understand that,
If there is information that | can help with, but June is right it has
to be in a forum like this. | can’t individually meet or separate
from a meeting because then it is a Brown Act problem and |
think it is a real issue. If we have to do this again we do it again.

Commissioner
Akingbemi:

| don’t want to be misunderstood. What | was saying basically
because June had made a suggestion to invite Robb to come
and speak to us based on some comments that were made. He
came and gave us the picture of what was going on with the City
and had Katie later on come talk to us about the utilities. | believe
| asked the question three or four times, are we in the position to
issue new debt? That if we are not then there is really no point
going on about all this. | was told yes given it would be contingent
upon your rate increase. | was saying okay if we have the rate
increase, now would that help us in building the local capacity
that we have to be able to run this operation on our own. | look at
American Water coming in, yes they are going to run it more
efficiently because they are very experienced in it and they have
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been doing it for 125 years. But, at the same time they are doing
it for a profit. So, | am saying if they are doing it for a profit and
we are not motivated by that, if we cannot match them dollar for
dollar at least we should be close. Also, having that flexibility to
decide this is what we want to fund and this is what we want to
scale back. Having the staff to be able to do that | think would
only bode well for the City in the long run. That's mainly where |
am coming from, but what | heard tonight is that even if we were
to go with a seven or 10 year qualified management, that you as
the City Administrator and Ahmad as the Director of Public Works
we don’t think we can do it. That is why | made that statement
then why are we wasting our time and why are we here. If that's
really what you truly believe then | hold onto my position that yes
we have been thoroughly educated through this process, and |
appreciate that. We could have arrived at whatever decision we
needed to arrive at least six weeks ago. So, at this point | am
saying if we don't have any glimpse of any hope left that this stuff
can be done by the City even in seven or 10 years, then | am
saying is concession becomes the new game in town. We also
need to at least basically arrive at the conclusion that this is in
perpetuity. There is not going to be a transition back to the City
30 years from now, | don't see it.

Gonzales:

Personally, that bothers me.

Story:

It should be and it should be bothersome to a lot of people, but
the reality is and things have changed. What | have asked
Ahmad and Robb fo do in the last few weeks which we are done
doing, is going to have a direct affect not only on their
departments, but the whole City. Whether that has changed from
the time that... Robb has been pretty clear and you have heard
his presentation to the Council on where we are at. It's not getting
better and each day that goes by we hemorrhage more. | just
don't...and like | said it doesn’t make me feel any better as a long
time employee to be able to say that, and trust me the people
that know me know that is not the case. It's troublesome to be
able to do that and | am looking at some solutions whether it is
qualified management or concession or whatever it is. | am just
saying that our particular piece isn't viable at this time or any time
soon. With that and you are talking about rate increases, we all
know they have to go up and it has to happen. My concem
whatever we discuss is that whatever number you look at there
and whatever you fall on, think about someone and add eight
(8%) percent to it because that is what you are asking. You are
asking them to pay with an eight percent utility tax on top of it,
and if they are willing to take that on top of the rate increase, to
keep $12.5 million going on that side. That is how | am looking at
it, so wherever we land there and | am willing to look at that. We
know they gotta go up, how we get there | understand, but we
gotta look at that piece too moving forward. Once again, just from
me sitting on this side for all these years. | am just looking at the
three options and two of them we can still talk about and look at
the rate increases. The third one, | just don't see the third one as
being one, and to keep letting it come back to talk about it, | just
don't see it. It doesn't make Ahmad feel any better to say that, 'm
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not making him say this stuff. He understands it, and it doesn’t
make him feel any better when | am asking regarding staff work
force reductions, service reductions, whether it's in RUA and we
build up RUA doing that and devastate the rest of the CIP and
the rest of the department of engineers and what we’ve got there,
I mean it's...not a pretty sight. Whatever direction you guys want
to take | am willing to come back to this forum and continue to
talk about it. I just don't see the City pieces that remain on the
table much longer, if at all...that's my opinion. If we start at three
and work our way down to two and get to one that is okay, but |
don't want the City piece to be the one that we keep holding the
flag up that we can do it, | just don’t see it.

Ansari: _ The piece being the no concession piece?
Story:  The no concession piece, | just don't see it.
Ansari: | think that with all the uncertainties that Stephen and Art

mentioned even the qualified management Mike; even qualified
management is very, very questionable.

Commissioner
Chitwood::

In fact, that's what he says; it's less certainty for qualified
management. That's what Stephen said.

Story:

I think what Ayo is saying is that if there is more information that
gives us the one piece we have the least amount of information
il tonight on. So, if you want qualified management that is one
thing, but the no concession piece is just not feasible on our side,
not from sitting where I'm at now. Also, again | see June’s point
about the Council doing a two, two and the Commission doing a
two, two because this standoff is not getting anybody anywhere
fast,

Dabney:

| propose at the next meeting Jan caters the meeting.

Commissioner
Hayes:

Oh, I'second that motion. You are not ready to vote are you?

Commissioner
Akingbemi:

| think before we even begin talking about votes, what | don't
want to see is to have to come back here another time and talk
about this stuff personally.

Commissioner
Hayes:

Okay, well we basically have a two, two vote unless you or Kim
or Sam and | are willing to change our votes.

Commissioner
Akingbemi:

I am looking basically at...the citizens reacting to two things. One
is the significant rate increase and two, to find that it was being
done by a private entity. Those were the two at least very
sensitive areas; those are the two things they are reacting to. The
rate increase | am not in any way bothered by that because |
think with the proper education they too will come to that
realization and | think most of them have done that. At least a few
that | have run into out there have said yes. They recognize that
the City needs to raise the rates, but no one has actually
indicated by how much. That's the only thing we can suggest.
The educational component is something | think we also need to
give due attention to in terms of how do we educate the public to
understand that whether this talk in on the concession
agreement, qualified management agreement, this is something
we are all going to have to support going forward. Regardless of
how | feel about this | have made my position very clear. If | had
my preference it would be to develop the capacity that we need
to at least be able to do what we need to do because | think
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water and wastewater only highlights perhaps what is going on in
the City. As a matter a fact | think the picture looks better here
than outside of the utilities. So, how we overcome that in terms of
changing the culture of the organization, making sure that things
are done the way they are supposed to be done, that we would
become a competitive City from an economic development
standpoint and many other respects. All of those are basically
weighing on my position in terms of why | feel very strongly
that...it's not an emotional issue. It's just that | have a 17 year old
that ask me more than five years ago, “dad why are we still living
in Rialto?” | said why do you ask that question. He said, “well look
at Fontana, why are we not in Fontana?” | said because Rialto is
better than Fontana, “how come we go to Fontana to shop?” |
couldn’t answer that question. So, | look at some of these things
and | am saying okay, this is just a microcosm of what is going on
city-wide. If we keep just handing everything over saying we can't
do this...we can't do this, eventually we won't be able to do
anything. A few years ago maybe leasing our public police to
county sheriff and I'm not sure if that was good or bad. It goes
back to...

Story:

We're here today...just to let you know. We're here today
because of that decision, and everyone in this room knows that
what we did with the sheriff. That's just a reality because of things
and things...| am here today because of that decision. Am |
correct? Okay, | just want to make that clear. | understand | am
trying to make a fix for a decision that may have been made or
needed to be made in the past.

Commissioner
Akingbemi:

We are going to something different, we are talking about some
rate increase which we have not had in the last decade, so the
use to which those rate increases are put is also very critical. You
have to at least be able to see this effect of ...

Story:

So, it's your decision that the direction to say this is what the rate
increase should be, and then we determine if it is a concession
agreement of qualified management. Depending on what rate
increase we determine, that may determine if a concession
agreement is even possible.

Commissioner
Akingbemi:

As | listen to you, | am now leaning more to being under the
concession because if the City is not going to be able to build the
capacity and be able to do what it needs to do then what is the
point?

Ansari:

The choice is clear.

Barton:

| am speaking as a citizen. Ayo indicated earlier the willingness to
pay a little bit more for a short period of time for a long time
solution. Short term pain for a long term gain if you will. 'm okay
with that because over the long term starting out with qualified
management, if indeed (? inaudible) said the tools can be put in
place to make that work. If what I'm hearing from Mike and
Ahmad is, no we can't guarantee those tools will be in place or no
they won't be put in place to make that transition, then you're
right the decision is clear. But I think | heard that the qualified
management maybe worth a little bit more discussion to see if
indeed that can work. If it comes back that after some discussion
that it can't, that it's impossible.
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Story:

So the reality with Ayo saying time was wasted, no times has
been wasted here. Time should have been spent on the no
concession version but on the QM version so to get the more
information. ~ Thats what I'm hearing because how we
communicated and got there, that's just my opinion. So if that's
what we got to do, maybe that's what we got to do for just a short
period of time to do that and get more in time to get something
from Steve or what you guys can do.

Dopudja:

Yes.

Story:

I don't know what it is to that point. Now is it the same point with
the concession? That may be the case. But do you want to
spend the time to do this, that's fine. Otherwise, | still say, | don't
know whether qualified management is going to get. | know for
sure the no concession is if you want to spend the time doing it
but each day that goes by, each time that goes by it doesn’t get
any easier on our monitoring and beating on our performance or
what we got to do it doesn’'t make it any easier. Until we get to a
short term fix like Ahmad was talking about, you got to get to a
long term solution.

Ansari:

| just wanted to make a point of when | first came here Dennis, in
2007; this department including me had 85 people. Right now we
are 52 and based on what Mike was talking about earlier, I'm
going to be even fewer. So again we are sinking as a staff and |
don’t want to step on Mike's toes but, you know, | want to go one
step further. | don't want to even influence the Commission but |
know this department real well. | think qualified management is
just as questionable as almost impossible as the no concession.
But that's just my personal opinion, given the circumstance. I'm
all for strengthening the staff and building the capacity like Ayo
mentioned. To me, at this point, the only option is concession.
It's ready to go, there’s no waste of time, no waste of resources.
Things are going to get a lot worse during the next few weeks, let
alone the next few months. By the time we go out there try to get
the loan, staff up, do this, do that, even under the qualified
management, it is almost as bad as a no concession, that's in my
opinion without any intention or influence.

Barton:

The thing is too it is an enterprise fund not a general fund. That's
why | was asking under that. Under the rate increases that is a
fully staff person, that means they are our engineers, that means
they are our people that can oversee it. f they are not going to be
there, then that rate increase doesn't need to be there. Under
those other plans.

RECESS (3 minutes)

Commissioner
Syed:

Commissioner Ayo, this is just a suggestion. Would you feel it
would be right to say that if they get a comparison between the
concession and the qualified management, that you know, and
then just do the pros and cons for that, would that be...

Commissioner
Akingbemi:

Well, I mean this has been a cycle of what | have been trying to
say. Those who would be saddled with the responsibility of
working with the qualified management is even they are not
confident that it is doable.
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Commissioner  So, if we are hearing it from Robb, Ahmad and Mike and these
Syed: are the guys just like everybody said that are taking care of the
day to day operations and the overall...they get the projection
and they get the overall understanding of what's going to be
coming, and what's going to be filtered down, it's not going to be
pretty.
Commissioner  If that is the case what are we waiting for...there is only one
Akingbemi:  option on the table. We are being told it cannot...be done.
Commissioner  Okay, does someone want to make that motion?
Hayes:
Commissioner  I'll make the motion.
Syed:
Commissioner  Repeat the motion.
Chitwood:
Commissioner My motion would be for a recommendation to Council for
Syed:  concession with some recommendations that have come through
these certain workshops, also to be included with that, but for the
better of the community of Rialto and the citizens which | am
also, um that the concession hearing everything that we've taken
in up ‘til now will be our best judgment to the Council.
Commissioner  Well | disagree because | can't go with the concession because |
Chitwood:  do not want American Water doing it. Um, now whether you call it
a qualified, what is it..QMC? Or, | don't care what iabel you put
on it, | just don't want American Water dictating.
Commissioner  So you still feel that a non concession is an option even after
Syed: hearing from... (interrupted).
Commissioner | don't know what I...I don't like that term, no | don't want
Chitwood:  American Water in there. If you want to call a QMC a no
concession | don't care what you call it, | just don't want
American Water.
Commissioner | have a motion, do | have a second?
Hayes:
Commissioner  What's the motion we have on the floor?
Akingbemi:
Commissioner  For concession.
Hayes:
Commissioner  For me to second that motion | would probably suggest maybe
Akingbemi:  the City Administrator, maybe the Director of Public Works, get
together with American Water and see whether there are things
that can be improved in this agreement.
Commissioner  What kind of improvements would you like them to work on?
Hayes:
Commissioner  Well, for one let's look at what it's costing us. Is that something
Akingbemi:  that perhaps could be negotiated down? The other sore point for
me is the termination clauses that it's like call it a forceful
marriage for which there is no exit. You can't get out...so that
gives me pause.
Commissioner  Well if we do what we were talking before about in terms of....
Hayes:
Dopudja: | think we have flexibility of staff input and then you had talked

about development and succession planning into our method end
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of it. And the two items that I'd take away from your options.

Ansari:  And the training.
Dopudja:  [take as succession planning with cross training.
Commissioner  Anything else?
Hayes:
Commissioner ~ Those are the two things that come to mind.
Akingbemi:
Commissioner  Does the maker of the motion agree to the amendments?
Hayes:
Commissioner | definitely do and | would just like to add on that how he had said
Syed:  that, San Bernardino Valley College has an excellent program
with water treatment, water distribution and wastewater; | have
taken them.
Commissioner  Yes they do, | have taken one of them.
Hayes:
Commissioner | have taken all three and it would be good for all the up and
Syed:  coming operators and maintenance and mechanics to go through
that, and to become part of a bigger picture, with not just
American Water, but be part of Rialto. Everyone wants to look at
Rialto, excuse me, American Water it's more of we have to look
at it for the better of Rialto. | mean Southern California Edison
they're a private company and no one ever talks about that. We
all pay our electric bill.
Commissioner  We yell every time we do it.
Hayes:
Commissioner  Actually as part of that training | like the program we have from
Akingbemi:  Metropolitan Water. The apprenticeship program because it's a

combination of hands-on and academics on the front end and a
couple of community colleges are involved in providing the
academic training. So something like that will not only, but it is
one thing to go to school and another to find a job.

Commissioner
Hayes:

Well | think beyond that | work with the at risk people in the world,
and what | see is they are not very academically inclined. When |
talk to them about my interest in wastewater they ask questions. |
might be able to get some of them into the wastewater field if |
use that nasty word called college you know. So, | think for a lot
of people it is a back door way into academic field. | have been
reading in Dave’s magazines at length this apprenticeship is the
up and coming way of training people. Again, my training with the
youth | see this as the valid way to go.

Dopudja:

So, | think the three amendments and the motion were for
flexibility, | think it is more for engineering and staff input,
development of succession planning and O&M training outreach
in an apprenticeship program is part of the concession.

Commissioner
Hayes:

Also trying to get some prices down...yah don't forget that.

Dopudja:

Okay.

Commissioner
Hayes:

Okay, | have a motion and a second with the amendments. All
those in favor.
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Commissioner
Chitwood,
Akingbemi,
Hayes and Syed:

Aye (unison).

Commissioner
Hayes:

Opposed? You're in favor?

Commissioner
Chitwood:

I'll go with his amendments.

Commissioner
Hayes.

Wow. Okay. Whoa, hold on call the paramedics | never thought
we would get it...okay, | thank everybody Dennis, Jan, Dave...

Commissioner
Akingbemi:

Before we go anywhere. Steve, | don't know if | should be talking
to you or talking to Ahmad.

Ansari:

Steve is just as good.

Commissioner
Hayes:

There’s no just as good it depends on the field.

Commissioner
Akingbemi:

| still feel we have a lot of hurdles ahead of us in terms of how we
educate the rate payer and what strategy ought we take
regarding that. Like | say, | don’t want o be back here again.

Commissioner
Hayes:

| think we need some more Special meetings for that | don’t think
we can accomplish it in our Regular meetings. | think we all need
maybe a week break or so, maybe we can set up some Special
meetings.

Story:

My thing is you need to separate because it can get co-mingled
its typically past history, the rate increase versus the concession
or who's going to do it. Bottom line is rates are going up and that
in my opinion would be one focus on whatever the workshop
needs to be is the rate increase. The rates are going up whether
American Water...they're going up so deal with that part and we
address the other.

Commissioner
Hayes:

Well | see the education as a general education, | do not see it so
much as concession, should you be for the concession or not,
you know...the Council...

Beard:

For it to be effective a workshop is not going to be the answer. It
could be the same program and you will have the same 30
people show up at the workshop and in case you haven't notice
it been the same 20 or 30 showing up to each of these
workshops. The way to get the word out to the community is
either through a mail campaign, through KRTO or some
combination thereof, these guys have an extensive PR staff as
part of the prop 218 process that have to get engaged. There is a
number of ways to do it and having workshops for the sake of
having a workshop to educate the same 30 folks that come to the
workshops is not the most efficient way to do it.

Commissioner
Hayes:

We had talked about it including going in to the schools.

Story:

One of the main things that came out of the meeting in July with
the Council was Council Member Robertson, Council Member
Baca Jr., Mayor Pro-Tem Scott they encouraged us to go to the
Commission, go to the Utiities Commission go back and
determine what the rate increase is going to be, we are raising
the rates. They made it clear, so that will be...do that part to
determine what it is go from there, the education piece and then
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go to other piece of what we are going to require for the
recommendation. That's just how | see it and it will put it in one
pot because | don't want to do what we did back in July, and that
is the 30 people that Scott is talking about. That is what is going
to happen they are going to mix them all up.

Commissioner
Syed:

| think we should involve all three of those aspects maybe
handout the flyers. | mean we have three high schools Carter,
Eisenhower and Rialto. Invite the people that want to come; this
is why we are raising the rates because we haven't in 10 years.
These are the reasons and this is what we are going to be fixing.
They need to be educated about why they are going to be raising
the rates, and once we establish | think that they will be a lot
better informed. At this point just like you said 30 people are
going to show up and it will be the same 30 people.

Commissioner
Akingbemi:

| remember, it was five years ago now when we started the issue
of Perchlorate. The approach that was taken to me was as much
more effective than anything we have done since. | remember we
had a town hall meeting at Carter High School, where we had
people from the Department of Health Services; everybody was
there to speak to the issue of Perchlorate. | saw people that have
never gotten out in years and some had already invested in the
filter systems for Perchlorate. It was very productive, so that's
what | am kind of hoping we are able to do here.

| had people come up to me talking about what their water rate
and their sewer rate was going up to. One person came up to me
to ask me that and | said you're my neighbor your water rate ain’t
going up. | got Fontana Water; you got Fontana Water. Oh, my
water rate is not going up? | said, no you're not. You are already
paying too much. Yours is just the sewer, and they got it all mixed
up and they got all elevated. This is another piece of the
education we have to let people know what they will actually be
paying for. Some are sewer and some are sewer and water and
explain all that. Some people with a little information can be
extremely dangerous.

Commissioner
Hayes:

With all due respect to the wonderful education department of
American Water | do not think it is wise at this point in time for
American Water to do the education. | think we have to do it
because it is a hot and heavy issue and it comes across as a
sales person kind of a thing. When | say we, | mean volunteer
citizens | don't necessarily mean City staff.

Ansari:

How about the Commission?

Commissioner
Hayes:

Yes, well we're volunteers. | haven't seen a paycheck from this
yet.

Dabney:

One of the things brought up by Ahmad tonight was the interim
staff situation being taken care of. Was there some program that
was going to be at the next meeting where you are going to
entertain that or what was happening on that interim SAIC
solution?

Ansari:

SAIC is Steve.

Commissioner
Hayes:

He wants to know when.

Ansari:

When? Very, very soon...the idea came up yesterday.

49




Dopudja:  One of the advantages it does pose is the master plans are out
there and need to be done. By tonight's recommendation there
will be some overlap there.

Ansari.  There will also be some interaction in engineering.

Dopudja: ~ So, there will be some cost savings there. We haven't forwarded
it to Ahmad yet, we just finished what that master plan will look
like. We will be able to go back and refine that. So, what will be
two separate will be the most cost effective combined.

Dabney:  Next question is you are running up salaries in the interim and
you do a concession agreement. Concession agreement says
that they have to hire everyone that is running the facility. They
have to take you on as an employee?

Commissioner | like this.
Hayes:
Ansari:  There is not enough money.
Commissioner  Kent can we have a plan at the Commission meeting to plan out
Hayes:  the education or do we want to do it sooner?
Ansari:  Public outreach right?
Commissioner  Just like you said | think we should give it a week break.
Syed:
Commissioner  Okay, we can make that as a motion.
Hayes:
Commissioner  I'll make that as a motion.
Syed:
Commissioner  That we hear more about public education public outreach at the
Hayes:  Commission meeting and then go forward with Special meetings
at the Regular meeting. We've been working hard we deserve a
break this week.
Commissioner  So Kent, we have here high and low, now the low is based on
Akingbemi:  today's current market condition right?

Dopudja: It is a range they gave us, but yes both of those are based on a
current market condition they said we feel we could improve or
decrease the rate increases by ‘X' or a percentage of range. |
think it was 10-15% which we thought were foo aggressive, we
thought about 5-10% so we settled on about 7.5% to 12.5% as
the range.

Griffith:  Those numbers were not solicited by us; they were given to us by
RWS. It was the range they felt they could come back to now.
Again, as far as | know it is all verbal.

Dopudja:  If they feel they can get to 15% all the better, but | don't like being

overly optimistic.
Commissioner | have a motion on the floor, do | have a second to hear more
Hayes:  about public education at the 20" and set up those Special
meetings?
Commissioner ~ Second.
Syed:
Commissioner  You can't; you made a motion.
Hayes:
Commissioner  I'll second.
Akingbemi:
Commissioner Al those in favor:
Hayes:
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Commissioner  Aye (unison).
Chitwood,  Vote: 4 to 0 in favor.
Akingbemi,

Syed, Hayes:

Commissioner  Motion to adjourn?
Hayes:

Commissioner  Motion to adjourn.
Syed:

Commissioner ~ So moved (second).
Akingbemi:

Commissioner  All those in favor.
Hayes:

Commissioner  Aye. (unison)
Chitwood,  Vote: 4 to 0 in favor.
Akingbemi,

Syed, Hayes:

o0o

ADJOURNMENT

e Commissioner Syed moved to adjourn the meeting.
e Seconded by Commissioner Akingbemi. Motion Carried. Meeting adjourned at

10:45 PM.
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